js * MARKET OUTLOOK FOR FINAL QUARTER * 


AGALINE | 
WALL STREET | 


AO _and BUSINESS ANALYST 




















“50 CENTS 











_| : PROSPECTS FOR 

_ ALL LEADING COMPANIES 

| —UNDER NEW FORCES 
IN THE MAKING 








* In This Issue * . 

OILS e STEELS 
. MACHINERY « LIQUORS 
i CHEMICALS 








oe 


..own 4,000 Ibs. 
of steel r” 


YES! If yours is the average American home, you 
own 4,000 pounds of steel, in the form of household 
products. And you own 3,000 more pounds of steel 
if you own a car. 

Almost everything you use is made of steel or with 
steel. Your wristwatch and your shoes. The springs 
in your bed and the stove in your kitchen. The food 
you eat and the clothes you wear. Even the news- 
paper you read—is produced with tools and ma- 
chines of steel. 

It is estimated that more than forty 
percent of all the factory workers in 
America make their living by manufac- 
turing various products from steel. And 
many millions more make their living by 
using machines of steel. 

Millions of homemakers know that 
when they buy products of steel that bear 
the famous U-S-S Label, the steel in that 
product is good. For the U-S-S Label 
means that the steel was made by the 
industrial family that serves the nation... 
United States Steel. 
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Here is the Cinderella industry 
of America. 

Chemicals—where miracle mak- 
ing is a production-line job, where 
change is the standard tempo of 
operation. 

To keep pace with its new prod- 
ucts and new processes... to know 
which of them will affect tomor- 
row’s earnings reports .. . an in- 
vestor has to know his way around. 

Our new study “CHEMICALS” 
aims to provide much of the vital 
information he needs about new 
discoveries and new markets as 
well as about the more orthodox 
problems which every business 
finds critical today: supply and 
demand, costs and prices. “CHEM- 
ICALS”’ reviews the development of 
a field that vitally affects all in- 
dustry, has changed our whole way 
of living. , 

Here, too, investors will find in- 
dividual studies of 30 companies, 
a one-page thumbnail sketch of 26 
others, with charts, and a summary 
of the favorable and unfavorable 
factors affecting the industry. 

You may have a copy of this 
typical, exhaustive MLPF&B sur- 
vey without cost. Just ask for 
“CHEMICALS”. Address: 

Department T-5 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


Underwriters and Distributors of 
Investment Securities 


Brokers in Securities and Commodities 
70 Pine Street, New York 5, N. Y. 
Offices in 93 Cities 
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The railroads would like an invitation 
to the party. They need a slice of the 6 per 


cent cake—and deserve it, too. 


They are the country’s leading example of 
successful free enterprise, and with the tre- 
mendous need for their services, they should 
also be an example of a profitable business. 
They should—and would like to—further 
modernize their equipment and bring their 
facilities into full line with national transporta- 


tion requirements. But they haven’t the money. 


Improvements cannot be financed out of earn- 
ings if there are no earnings or if earnings 
are inadequate. Neither can they be financed 
by borrowing unless earnings are consistently 


high enough to provide a good credit rating. 


The railroads need a higher rate of return on 
their invested dollars, a rate such as other 
regulated utilities have been earning. To doa 
good job for the public, to keep investors 
interested, and to attract new capital, rail- 


roads, too, should earn 6 per cent. 


During the first six months of 1947, the Jersey Central and 
the Central Railroad of Penna. together earned only 2.62% return. 





JERSEY CENTRAL LINES 


“The Liberty Line”’ 


Your prosperity... America’s safety... depend on an adequate return for the railroads 
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The Trend of Events 


THE RIO PACT... The happy culmination of the 
Rio conference is heartening in a world where other 
international conferences on a broader scale have 
been bogging down discouragingly. That nineteen 
nations within the short space of three weeks could 
agree upon one of the most far-reaching programs 
in history seems well nigh miraculous. This is espe- 
cially significant because on many mooted points 
sharp differences of opinion on agenda and on bind- 
ing clauses became evident. Yet despite these ex- 
pressions of caution and divergent viewpoints, the 
basic unanimity of purpose fostered compromise and 
good will: co-operation to achieve hemispheric de- 
fense became a certainty as leaders from each of 
the numerous nations affixed their signatures to 
the document. The outcome of the conference 
definitely shows what could be done by the United 
Nations on a worldwide basis, and perhaps some day 
will be accomplished, to bring peace to a strife torn 
world. 

The simply worded but clear cut explanations of 
what the treaty meant to the Latin-American 
countries, as set forth by President Truman and 
later by his bi-partisan supporters, Secretary Mar- 
shall and Senator Vandenberg, must have brought 
an enthusiastic response from the millions of listen- 
ers in both continents. The wholehearted reception 
accorded our representatives by the other delegates 
and the Brazilian populace indicated the Good 
Neighbor Policy has emerged from a cryptic to a 
very realistic status. More important than the im- 
mediate significance of the defense agreement itself, 
though, has been the clarification of Foreign Policy 
by the United States, as expounded in the Presi- 
dents’ speech. Beneath the surface, it was clear that 


the United States expects the Latin American na- 
tions and all peace loving countries to join hands 
with us in resisting aggression in whatever area it 
may crop up, as well as contributing ‘within safe 
limits” to the restoration of all economically and 
politically depressed countries everywhere. To im- 
plement this global planning, Mr. Truman wisely 
pledged all out allegiance to the United Nations. His 
remarks on this score are likely to brace the courage 
and determination of many a UN delegate when the 
world body reconvenes later in the current month. 
While no direct reference to Russia was made by 
anyone at Rio, it was quite obvious that the only 
excuse for a defense treaty at all stemmed from the 
obstructive and ruthless tactics of Moscow. Stalin’s 
prompt acceptance of the challenge has been shown 
by his recent address to the Russian people, attempt- 
ing to glorify the Communist program and to egg 
the Reds on in the struggle of their leaders to ex- 
terminate capitalism and Free Enterprise through- 
out the world. As the President properly expressed 
it, hopes for peace in the postwar world are “disap- 
pointing.” But from the Rio Conference may come 
moves that will bring happier days in the long run. 


BRITISH COAL MINERS ... The crisis precipitated 
by the walkout of nearly 60,000 coal miners in Eng- 
land is a matter of worldwide concern. In view of 
the approaching winter, the tragic need to speed up 
industrial production all over hard pressed Britain, 
and the already darkening of factories lacking fuel, 
it seems clear that problems in that country may 
herald disaster. Though the English people tradi- 
tionally are noted for pulling themselves out of bad 
holes, this one seems to be unusually deep, and in 
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surrender much of their fancied freedom in order 
the process of extrication, political and social theo- 
ries will be put to an acid test. All along, the Labor 
government installed by the workers has been con- 
scious that an all-out plunge into Socialism would 
prove impractical. Hence steps toward nationalism 
of industry have been taken slowly and cautiously. 
The coal mines, though, were among the first chosen 
for bureaucratic operation. It has not taken long, 
though for the intelligent British Labor leaders to 
realize that to achieve desirable progress at all in 
the economy, individual workers must be willing to 
for their country as a whole to survive. That these 
top champions of Socialism have asked for more 
work and longer hours from the miners is a com 
mendable admission that no Planned Economy can 
work without considerable sacrifices and submission 
to discipline by its constituents. But here early in 
the British experiment we find a small and stubborn 
group of workers that would prefer a national catas- 
trophe rather than work a bit harder for their pay 
in an emergency. Quite clearly Socialism in practice 
is not and cannot be the bed of roses promised for 
it. To the contrary, it can never succeed unless step 
by step it leads to complete totalitarianism, the re- 
verse of all it pretends to hold dear. 

Here in the United States, our aggressive labor 
leaders would do well to take a page of experience 
from the British lesson. It is to be hoped that the 
reading will not prove too sad a story before it ends. 
On the face of it under current conditions, battles 
to expand privileges and pay of the numerous labor 
groups too fast could produce self-destruction of the 
workers’ welfare in the end. It might prove highly 
constructive here at home, if the Union bosses left 
well enough alone for a while, tempered their in- 
imical propaganda towards their employers, and 
taught their followers the truth that even in the 
millenium there must be rules that will abridge per- 
sonal freedom and desires to some extent. Common 
sense and self-interest should suggest the desir- 
ability of higher rather than lower corporate earn- 
ings to carry business ahead in any inflationary 
period and to expand job opportunities. To give the 
sources of employment a breathing spell from labor’s 
perhaps rational but ill-timed demands, could for- 
ward the general cause of the workers substantially, 
and avoid emergence into a mess like that in which 
the British find themselves. 


SCIENCE AND PUBLIC POLICY ... Under this in- 
clusive title, John R. Steelman, chairman of the 
President’s Scientific Research Board, has made his 
initial report upon a program for the Nation. Every 
thinking citizen would do well to send to Washing- 
ton for a copy of this interesting booklet, for upon 
the implementation of the proposals outlined in it 
may depend the preservation of our civilization. And 
not only the military element of the program is an 
issue, but factors bearing upon economic prosperity, 
poverty and disease as well. Primarily, of course, 
the atom bomb has spurred world-wide research into 
the fantastic potentials of this new source of energy, 
both for destructive and constructive purposes alike. 
Out of the international race to master the intrica- 
cies of atomic energy, is bound to arise some nation 
readied to change the face of the globe for better or 


worse. To reach the beneficent goal first but inciden- | 
tally to achieve protection against malignant aggres- 


sors has become the most urgent problem facing the | 


United States. 





In the light of the world situation, the recommen- | 


dations of the Research Board can hardly fail to 
win popular and Federal approval. Most wisely the | 
Board has gone so far as to look ahead for ten years 

in its planning for expanded research. The idea is | 
to utilize the triangle of Government, Universities | 


and Industry in the closest kind of co-operation | 


makes for a sound start in the program. Due to the | 
shortage of trained scientists at present, thousands | 
of young men must be trained every year hence- | 
forth to embark upon careers in the laboratories. To | 
a considerable extent, the stimulus of war has given | 
strides to research in every sector that show no | 


signs of a let up with the advent of peace. The total | 
1947 research budget of the nation is already ab- | 


sorbing $1.16 billion, against some $800 million in | 
each of the years 1944 and 1945. Currently, the 
Government is supplying all but $450 million of the | 
burden assumed by industry and about $90 million 
accounted for by universities and others. As there 
are now enough students in colleges bent on scien- | 
tific studies to double our present pool within a 
decade, provided sufficient funds are provided, the 
outlook is bright for eventual consummation of the 
Board’s hopes. The plan would be to provide the 
funds on an increasing scale, along a pattern of 
apportionment very similar to the present one. This 
would mean that by 1957, about $2 billion annually 
from all sources would be required, or equal to 
around 1% of the national income in all probability, 
compared with 14 of 1% at present. As these ex- 
penditures fundamentally would be designed to pro- 
duce wealth rather than calamity, the stake seems 
so modest as to preclude all potential opposition. 
The Research Board deserves the strongest kind of 
support from every direction for this sound program. 


EXPORT DOWNTREND .... Students of international 
trade in these days find plenty of food for thought 
in the downturn of goods shipped to foreign shores. 
According to the Census Bureau the July value of 
our exports fell 7% short of June and 19% below 
the May peak of above $1.4 billion. Since then 
dozens of countries harried by dollar exchange prob- | 
lems have restricted the import of American goods. | 
As much of our exportable surplus has not been 
surplus at all, but a mere diversion of items in heavy 
demand from doméstic buyers, optimists find the re- 
ported downtrend rather wholesome for the economy 
rather than otherwise, for the balance in inter- 
national trade may become more desirably balanced. 
While it may prove, though, that home markets will 
rapidly absorb a large amount of goods formerly 
channelled overseas, it must not be overlooked that 
export sales usually involye a premium price. To this 
extent, the shift to home markets may tend to nar- 
row profit margins somewhat. And not all classes 
of American producers stand to share the dip in 
foreign shipments in equal measure. For example, 
manufacturers of rubber, automobiles, textiles and 
machinery seem to have borne the brunt of con- 
traction in export totals, while shippers of coal 
hardly felt the impact at = (Please turn to page 679) 
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as g See OL | By CHARLES BENEDICT 


THE NEXT SIX MONTHS 


aes race between the dollar and totalitarianism 
is rapidly reaching a climax. In fact the situation is 
so ominous, that responsible quarters are freely 
predicting a shooting war in a matter of months, and 
mainly because it is feared that as a people, we are 
not ready to face the unpleasant truth that the 
United States with its dollars and production is the 
only country strong enough to act as a bulwark in a 
last stand for the survival of western civilization. 

The Marshall Plan was expressly designed to save 
the situation and prevent Europe from sinking be- 
vond the point: of recovery and falling victim to 
communism—and the 
program is as basic- 
ally sound as possible 
under the circum- 
stances. Any logical 
and objective reason- 
ing will tell us that 
the billions to be 
spent to sustain the 
people of Europe 
would be a fraction of 
the sum needed to 
wage a new all-out 
war, and that the as- 
surance of our assist- 
ance and cooperation 
is necessary to make 
these countries will- 
ing to risk the Krem- 
lin’s displeasure. 

The fear of Russia 
is being intensified 
daily by her arro- 
gance — her brutality 
in killing off her op- 
position—and her heartlessness in stifling initiative 
and recovery. England, France and Italy, the key dem- 
ocratic strongholds on the continent are so heavily 
impregnated with powerful communist minorities 
that only our efforts to uphold the liberal govern- 
ments have thus far prevented a communist putsch. 

And now the rapidly deteriorating economic sit- 
uation makes it imperative that we immediately ap- 
propriate a sum sufficient to tide over these coun- 
tries until the Marshall Plan can be put into action. 
The crisis is so deep that actually it is no longer a 
question of what we can afford in the normal course 
of affairs, nor can we consider as pertinent the fear 
that there are those in England and elsewhere in 
Europe who seek to use us for their own selfish ends. 
We cannot permit this factor, which is as true of 
certain quarters in the United States also, to confuse 
our purpose or obstruct our goals. The fact is that 
we have no alternative as the situation calls for 
drastic measures, for in the meantime Russia is pro- 
ceeding with her objective, taking over the govern- 
ments and economic machinery of the various cap- 
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tive states by activities that are so demoralizing 
and enervating as to sap resistance to her demands. 

It is clear that the Soviet Union intends not only 
to exploit the countries she has annexed but also 
those in her sphere of influence. This is particularly 
true of Czechoslovakia with its great industrial ca- 
pacity and know-how. There is little likelihood that 
the Kremlin would willingly give up the hold she has 
on that country and the same is true of Austria. The 
Russian agreement with Hungary which enables her 
to maintain her lines of communication to Austria 
was designed for the purpose of retaining her grip 
on the important rail- 
way center in Vienna 
which completely 
dominates the trans- 
portation of eastern 
Europe into Russia. 

Seandinavia too is 
feeling the heavy 
hand of the Kremlin. 
Conditions in Sweden 
are becoming chaotie. 
The billion dollar 
kroner loan which the 
Swedes were obliged 
to guarantee on a 
firm dollar basis in 
case of. a decline in 
the kroner, has not as 
expected improved 
relations with Russia 
one wit. In fact the 
Swedes are no longer 
able to issue import 
licenses to the United 
States as they are not 
being permitted to buy metal and other products 
from this country. Orders must now be placed in 
Russian for those goods and paid for in American 
dollars—for they cannot be applied against the 
kroner loan. Prisoners of Russia, the Swedes are 
obliged to take orders—they have no alternative. 

Since these matters are common knowledge to 
governments the world over, it is generally recog- 
nized that the only way to escape the fatal hug of 
the Russian Bear is to line up with the United States 
but naturally these countries must have the assur- 
ance that we are going to take the steps necessary 
to stop Russia—and prevent the economic collapse 
the Kremlin is hoping for. 

In this tug of war between the United States and 
tussia, the strategy calls for supporting Europe now 
as an emergency measure while we work out longer 
range plans. We must make it possible for the 
western democracies to continue to collaborate with 
us. In fact the entire western hemisphere is intently 
watching to see.if we have the moral courage to 
take the steps (Please turn to page 679) 
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Market Outlook for Final Quarter 


within the next three months or so. than on the 


On the corrective reaction to date the market’s 
action appears satisfactory, all things consid- 
ered. From present levels, we believe there 


should be greater potentiality on the upside, 
By A. T. 


ie trend indications to be had by analysis 
of the market’s pattern and behavior are mixed at 
present, and do not provide emphatic support for 
any unqualified opinion — bullish or bearish — on 
nearby prospects. In some respects they are not so 
good. That is always so when the market is on the 
defensive; and it is on the defensive now, since the 
trend from late July has teen downward, however 
slowly and grudgingly. Yet in other respects, con- 
siderable encouragement i; to be had. 

In the sell-off from the average highs established 
July 24, the first support level was reached August 
11 at intra-day lows of 178.98 for the Dow indus- 
trials and at 47.55 for the rails. This was followed 
by a small and slow rally. Subsequent pressure in 
the last week of August carried the industrials, but 
not the rails, slightly under the August 11 low. The 
week before Labor Day brought another restricted 
rally; the week thereafter a sag to new lows on the 
move by both averages. Over a period of six weeks, 


downside. There is no change in our view that 
average accounts should be kept around 757% 


invested—25% in the form of cash. 
MILLER 


therefore, we have had a series of descending highs 
and lows. 

There is no denying the fact that this action, 
spread over a substantial period of time, gives some 
support to those who look for at least a closer test 
of the May bear-market lows. So does the fact that 
throughout this period to date the volume of trans- 
actions, while moderate at all times, has been appre- 
ciably larger during the recurrent selling flurries 
than on the rallies. 


Some Modifying Considerations . 


On the other hand, there is nothing to suggest a 
sustained liquidating movement. The latest sell-off, 
mostly confined to one session, merely extended the 
post-July trading range modestly on the lower side. 
Despite increased uncertainty and a degree of ner- 
vousness over the foreign situation—both intensified 
by official observations that Europe cannot even 

wait for formulation of a Marshall 
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plan — the last three weeks extended 
the maximum reaction, as compared 
with the August 11 lows, by only 3.29 
points in the industrial average and 
by only a fraction in the rails. In other 
words, during three weeks of news and 
propaganda emphasizing “crisis” and 
290 “urgency” abroad, the net decline in 
280 the market has been considerably less 
270 than half what it was in the preceding 
three weeks when it was believed that 
the list was merely undergoing a nor- 
250 mal technical correction set up by the 
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260 


230 in the industrial average. 

The greater part of the total decline 
to date has resulted not from steady 
pressure but from four or five spas- 
200 modic selling flurries concentrated, at 
least with respect to volume, in periods 
ranging from only a few minutes to an 
hour or so. That is more characteristic 
of professional operations — and of a 
certain amount of impulsive selling, 
geared to the tone of the press head- 
lines, by the small-fry speculative pub- 
lic—than of general investment liqui- 
dation. Each time the market has mo- 
mentarily “looked bad’”—yet promptly 
steadied. No general investment fright 
was induced. 

The same thing happened last week. 
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May-July advance of nearly 24 poinis 








Th 
spil 
the 
Sec 
Act 
—il 
tio! 
for 
of | 
At 

up 

gen 
Bri 
Bri 
Bev 
ten. 


mo! 
pre 
the 


, to 


wer 
low 
low: 
ing, 


ing 
the 
May 
can 
do 

caus 
wou 
ran} 
til t 


aga 
time 
by 
thre 
yeal 
seas 
com 
siste 
mail 
that 
ques 
thar 
rece 
chec 
maj 


stocl 
leng 
shov 
in la 
as 1 
char 
thre 
level 
trati 
a el 


some 
port 
pres 
How 
for | 


SEP 





hs 


yn, 
ne 
st 
at 
1S- 
e- 
es 


I] 


1i- 
0- 


ht 
k. 





ATEN 








, to our press time, prices 





There was a short and sharp 
spill, following close after 
the statement of Assistant |?5° 


YEARLY RANGE 


1937-45 1937-45 | 1937-45 








Secretary of State Lovett— PRICED | PRICED [300 STOCKS| »¢o : 
Acting Secretary at the time STocKs | STocKS 

—implying rapid deteriora- |?° 240 

tion in Europe and calling sail 


for an early special session | 
of Congress to deal with it. |'*° | 








At the same time, pointing 
up both the proclaimed ur- 
gency of the situation and 
British muddling, came 
British Foreign Secretary 
Bevin’s ill-considered and un- 
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tenable suggestion that the 100 














U.S. should redistribute its 
monetary gold stock. Yet the 
pressure quickly lifted. At 
the end of the week, and up 





Y RANGE 
INDUSTRIALS 
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were appreciably above the 
lowest levels reached in fol- 
low-up selling Friday morn- 
ing, September 5. 

On the basis of daily clos- 
ing prices, less than half of 
the ground gained on the 
May-July recovery has been 
cancelled at this writing. We 
do not think that is any 
cause for worry. Indeed, it 
would still remain a trading- 
range pattern unless and un- 
til the May lows were broken. 
We believe the chances are 
against that, at least any 
time over the medium term, 
by which we mean roughly ° 
three months or so to the 
year-end, nearing which the 
seasonal tendencies will be- 
come favorable if the con- 
sistent long-term record is 
maintained. We cannot say 
that further recession, for the present, is out of the 
question; but, barring some news shock greater 
than one can now foresee, we would expect further 
recession, if any, to be fairly moderate and to be 
checked by good investment support well above the 
major May lows. 

There is nothing in the behavior of our weekly 
stock indexes or of the Support Indicator to chal- 
lenge this general view. The margin of support 
shown by the latter, while narower, of course, than 
in late July, is still comfortably broad. On the whole, 
as matters look now, we think there is a good 
chance that the average at some time in the next 
three months will be substantially above the present 
levels; and that, within this period, a test or pene- 
tration of the July recovery top is more likely than 
a close test, or breaking, of the May lows. 
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A Selective Market Likely 


The phase that we are now in, will of course, 
some day be recorded in the historical charts as a 
portion of a bull or bear market. Which it is to be is 
presently a debatable and indeterminate matter. 
However, there is a better than even chance that 
for quite a time to come the performance may not 
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have the vigor usually associated with either a bull 
or a bear trend. Pending crystallization of invest- 
ment sentiment both on the practical market impli- 
cations of the foreign situation and of prospects for 
domestic business and earnings beyond the year-end, 
it is to be doubted that investors will be inclined to 
accept significantly increased speculative risk on the 
one hand, or to sell out their sound stocks on the 
other. 

If this view is correct—and we are rather con- 
fident it is — it suggests a broad trading-range 
market for the foreseeable future, with limits not 
greatly wider (if any wider) than those already 
marked out for 1947 to date. An inevitable implica- 
tion of that kind of market is both continuing and 
increased selectivity. It will present buying oppor- 
tunities in some stock:groups and/or in individual 
stocks having special merit, or in which the price 
becomes markedly out of line with real value. It will 
likewise present switching opportunities whereby 
the safety factor can be strengthened — often with 
no sacrifice of yield and sometimes with gain—or 
whereby superior potentiality for longer-term capi- 
tal appreciation can be had. It will be our effort, on 
other pages of The Magazine of Wall Street, to pro- 
vide carefully-researched, intelligently thought-out 
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guidance on selective investment operations of these 
kinds in the period ahead. 


The importance of selectivity is pointed up by the © 


special chart accompanying this article, showing the 
percentage change since the start of this year for 
each of our 46 weekly stock-group indexes. The net 
changes in eight months range all the way from 
declines of 26% in amusement stocks, drugs and 
toilet articles, and liquors, to gains of 13% in gold- 
mining and in soft drinks, 12% in oils, and 9% in 
agricultural implements. Hence, the maximum dif- 


ference between best and poorest results has been a 
striking 39%. 

The chart is self-explanatory, requiring no further 
comment except, of course, to note that it records 
what has already happened; and cannot be taken as 
prophetic in more than limited degree. New develop- 
ments or changing sentiment are always capable of 
inducing better action in previous laggards or a re- 
version to average, if not poorer-than-average, ac- 
tién by groups previously favored. There is no sub- 
stitute for constant vigilance in the administration 

of investment funds. 
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The Basic Considerations 


Rarely in modern times have stocks sold 
lower in relation to per share earnings than 
is the case now. You can say, as you please, 
that this reflects a low degree of confidence 
in the longer outlook or an extreme degree 
of conservatism. The reasons for it, or at 
least most of them, appear pretty obvious. 
Probably the chief reasons are (1) unwill- 
ingness to bank on these high earnings 
continuing and lack of much conviction 
about the level of normal, or average, post- 
war earning power; and (2) uncertainty as 
to what the course of world affairs may 
mean to capitalistic America. Until there is 
some break in these psychological clouds, it 
is likely that price-earnings ratios will re- 
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phases of even moderate improvement in 
sentiment—witness the May-July rise—can 
bring about fairly wide market response. 
For instance, were the Dow-Jones industrial 
average priced at 11 times estimated 1947 
earnings, against 10 times, as at present, 
the difference in price level would be about 
18 points. Yet 11 times earnings would still 
have to be called conservative, compared 
with ratios of 16 to 20 times in the prewar 
bull markets. 

It is evident by now that domestic busi- 
ness will remain at a high level for the rest 
of this year, at the least; and that there 
will be more inflation in prices before there 
is any recession therein. In short, the long 
advertised economic readjustment is still 
“around the corner,” no less debatable in 
time of inception, and scope, than it long 
has been. 

We do not know how the foreign situa- 
tion will work out. Nobody does. At worst, 
it might lead to war. At best, there might 
be more progress in reconstruction of 
Western Europe, over a period of time, than 
most of us now expect. Favorable, as well 
as unfavorable, surprises are possible: for 
instance, weakening, if not turmoil, in Rus- 
sia on the death of Stalin. Apart from de- 
ficient food supply, which is partly due to 
abnormally poor crop weather in most of 
Europe this year and last, there is con- 
siderable reason to doubt that economic 
conditions — except in England — are as 
black as they are now being painted. We do 
not believe that war is likely for a long 
time to come, if ever. Moreover, any alter- 
native — such (Please turn to page 679) 
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ee ore emphatic denials by authoritative 
quarters, rumors of a rise in the U. S. gold price 
will not subside. The propaganda mill supported 
chiefly by gold producing interests, international 
speculators and certain export circles continues to 
grind out suggestive accounts of the wisdom of such 
a move. Apparently, despite official discouragement, 
it will not give up easily. Thus wholly unsubstanti- 
ated rumors about impending measures affecting 
gold, time and again, create flurries in gold stocks 
only to subside into nothingness. And as it looks 
now, exactly nothing will come out of the agitation 
that has been going on for quite some months. 


Previous articles in the Magazine have pointed out 
the various fallacious theories that have been ad- 
vanced in support of these rumors. Perhaps most 
strongly belabored by proponents of a higher gold 
price is the point that a rise in price would help sup- 
port our export trade now threatened by the dollar 
shortage abroad. Devaluation of the dollar, it is 
argued, will increase the dollar supply abroad and 
thereby maintain or increase our already top-heavy 
exports. In its essence, this is a familiar theory, ef- 
fectively used in the early Thirties when important 
export interests lined up with the devaluationists 
to bring about dollar devalution. Doubtless such a 
step now would furnish more dollars to foreign gold 
producers and enhance the purchasing power, in 
terms of American goods, of gold in foreign hands. 
But the former at best would be of moderate impor- 
tance, and how much of the latter would find its way 
to our shores is an open question, for much of the 
gold held abroad is in private hoards and unlikely to 
be dislodged in this manner. And few countries will 
want to give up much of what gold they still hold 
for currency backing. 

Raising the gold price in ef- 
fect would be tantamount to 
an outright subsidy to the 
world gold mining industry, 
with South Africa and Russia 
important beneficiaries. The 
latter country, with a sizable 
but unknown gold supply, 
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might easily benefit most—should it choose to take 
fullest advantage of such a windfall. Doubtless, were 
our gold price raised, gold from abroad would find 
its way here in increasing volume to be exchanged 
for badly needed goods. In turn this would sustain if 
not further bolster our domestic price inflation to the 
detriment of the American consumer. But apart 
from possible economic repercussions, and from a 
purely financial viewpoint, it might be preferable to 
make an outright donation to the world gold produc- 
ers. This would at least have the advantage of avoid- 
ing currency devaluation and the inevitable under- 
mining of confidence in the solidity of the dollar that 
would ensue. There is of course no good reason why 
we should subsidize the gold mining interests in such 
fashion, nor why we should tinker with our currency 
—still the world’s strongest—to make gold mining 
profitable or to spur exports which can be stimulated 
in many other ways. To do so would mean a change 
in our monetary standard and in our purchasing 
power detrimental to our whole economy. 
Devaluation Would Not Solve The Dollar Crisis 
What’s more, devaluation of the dollar by increas- 
ing our gold price would far from solve the So-called 
dollar crisis; it would hardly be more than a tem- 
porary palliative. What the world suffers from is 
not so much a dollar crisis but a production crisis, 
and since this is a crisis financial only in a secondary 
way, no amount of financial legerdemain will provide 
a permanent solution. When we speak of dollars, we 
speak of goods. We cannot solve the dollar crisis 
without first mastering the production crisis from 
which the former stems. It is in the production field 
where remedial measures must be applied. To resort 
to palliatives such as furnishing the world more dol- 
lars by raising our gold price would be worse than 
useless in the long run. It 
would not cure the patient— 
a war-torn, ailing world; but 
it might jeopardize our own 
economic and monetary health. 
The dollar crisis is a man- 
ifestation of the far-reaching 
disequilibrium of world prod- 
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uctivity, enormously intensifying the demand for 
American goods and for dollars to pay for them. We 
have emerged from the war with our huge produc- 
tion potential intact and stronger than ever. Else- 
where productivity has either been shattered or 
Seriously reduced, and political and social conditions 
have slowed recovery to a walk. Hence the dollar 
crisis, for it is only with dollars that the badly 
needed things which are not being produced abroad, 
or produced in insufficient volume, may be pur- 
chased. While factors other than production aggra- 
vate this situation, it is pure illusion to assume that 
some monetary or financial trick could solve the eco- 
nomic world crisis. 

Those who mistakenly advocate its solution by 
resort to dollar devaluation go a step further and 
also favor restoration of a free gold market. This of 
course gives the game away, for it cuts the ground 
from whatever economic arguments may have been 
brought forward to support devaluation. It would no 
doubt benefit the gold producers, anxious to meet the 
hoarders’ demand for gold at premium prices. It 
would benefit the international speculator who cer- 
tainly would find lush pickings in the ensuing dis- 
ruption of exchange relationships and international 
trade. It would aid the gold hoarder in his quest for 
a haven for his wealth. But it would neither create 
economic stability, under existing conditions of 
monetary stress, nor could a free gold market now 
perform its normal functions of bringing about the 
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Loring in the Providence Evening Bulletin 


The month-old agitation ‘‘to do something about gold” has received an unexpected twist 
by British Foreign Secretary Bevin’s suggestion that the United States redistribute to the 
world the gold buried at Fort Knox. Perhaps the kindest comment is that his ideas are at least 
original. Viewed less charitably they can be dismissed as sheer rubbish, for Mr. Bevin is 


profoundly in error on every major point he cites in his support. 


It may be, as some believe, that his remarks must be taken symbolically rather than liter- 
ally. At any rate, one is safe in concluding that they are expressive of Britain’s need and hope 
of another huge American credit. What Britain needs is not gold but American goods to make 
up her own under-production. Any gold we would bs: -etalaaeadl to her would quickly find its 


way back fo us, in exchange for goods. 


This article throws the spotlight on what’s behind the present gold agitation and points 
out the uselessness of any “gold tinkering” as a remedy for the world’s economic ills so long 


as fundamental causes have not been removed. 


634 


gradual resoration of a greater equilibrium in the 
gold supply throughout the world. 

One of the principle arguments used by agitators 
for dollar devaluation and a free gold market is that 
such a market is needed to determine the true value 
of the dollar in terms of gold, since gold has been 
selling above the statutory $35 price in various parts 
of the world. In a free gold market, they add, there 
would not be the excessive premiums widely reported 
to be paid for gold. The latter may be true enough, 
but what is difficult to understand is why we should 
devalue our own currency mainly because foreign 
currencies are depreciated in terms of gold, though 
at official quotations mostly overvalued in terms of 
dollars. We would merely end up by undermining 
our own monetary solidity. We would, in effect, 
abandon our fixed monetary unit, if gold were to be 
freely traded in a market in which the Government 
would not maintain a fixed price for all buyers and 
sellers. Gold would be traded at perhaps sharply 
fluctuating prices in terms of dollars, and the re- 
sultant exchange instability would disrupt rather 
than aid our foreign trade. The dollar would sell at 
varying prices in terms of foreign currencies, and it 
might well be undervalued in terms of gold. If so, a 
flight from the dollar into gold or commodities 
could be a natural consequence. It would aid inflation 
at home and further aggravate the currency chavs 
abroad. All of which would not help our domestic 
economy, nor would it promote monetary and trade 
stability in the world at 
large. 

Recent developments in the 
Swiss gold market furnish 
an interesting sidelight. Since 
last November, the National 
Bank of Switzerland has been 
selling gold freely to the pub- 
lic at equivalent to $35 an 
ounce. Sales averaged ten 
million francs weekly. Much 
gold was smuggled into 
other countries. Despite 
free offerings, demand did 
not relax, partly due to the 
persistent rumors of a pos- 
sible rise in the U. S. gold 
price. Gold buyers disre- 
garded emphatic Washing- 
ton denials. When the sus- 
pension of convertibility of 
sterling was announced, un- 
certainty became so great 
that a virtual run set in to 
obtain gold from Switzer- 
land. Demand grew so large 
that the mints were hard 
pressed to turn out gold 
coins fast enough. Weekly 
average sales exceeded 25 
million francs. At the same 
time, the free dollar rate 
(the official rate is 4.3 Swiss 
francs per dollar) dropped 
precipitately from about 3.80 
in mid-July to 3.66 in Au- 
gust. Late in August the 
Swiss Bank suddenly sus- 
pended. the unrestricted sale 
of gold coins. It resumed 
selling subsequently though 
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on a very restricted quota basis. Sig- 
nificantly, when sales temporarily 
stopped, the free dollar rate shot up to 
3.72, furnishing proof that previously 
dollars had been sold on a large scale to 
procure Swiss francs with which to buy 
gold coins. Obviously the mere rumor 
of dollar devaluation led to a substantial 
“flight from the dollar,’ with corre- 
sponding unsettlement in exchange rates 
sufficiently great to cause the Swiss to 
take steps to prevent a run-away mar- 
ket in their currency. 

Monetary stability, both within indi- 
vidual countries and in international re- 
lations, constitutes a primary essential 
for the restoration of normal economic 
health. In the world at large, such sta- 
bility still is far distant. It may be in 
sight in a relatively few countries where 
the forces of inflation are under some 
degree of control. Others are grappling 
feebly and ineffectively with the prob- 
lem, and there are large areas where 
printing press inflation of the most viru- 
lent kind is running its ominous course. 
Hence the flight into gold! Would a free 
gold market provide a cure? Far from 
it. Hoarding would be accentuated by ready avail- 
ability of gold and the inflationary process acceler- 
ated. Achievement of equilibrium would be put fur- 
ther off; the dollar crisis would remain unsolved. 


What Free Gold Would Mean Abroad 


Few countries, in fact, could afford a free gold 
market. Gold would go into hiding just as quickly as 
it can be bought, and stay there until monetary con- 
fidence is restored. Instead of playing a useful role 
in a nation’s economy, in financing trade; in settling 
international accounts, it would be lost to the econ- 
omy. New problems would be created. Thus the flow 
of savings into gold would deprive a country’s credit 
institutions of a possible reconstitution of deposits. 
Also, to reintroduce gold coins into circulation would 
mean that the country’s currency would be once 
more tied to gold in a fixed relation—something 
that few countries today can afford simply because 
they haven’t enough gold, or if they had, they would 
find it difficult to hold on to it. Even if they had and 
could, it would expose the country to all the in- 
conveniences and dangers that might result from 
any marked change in the international gold price. 

In short, under today’s conditions of monetary and 
financial stress, restoration of a free gold market— 
if it were practicable—would tend to intensify rather 
than markedly abate gold hoarding, and quite pos- 
sibly reintroduce it right here at home. Dollar de- 
valuation would certainly not be conducive to height- 
ened confidence in.the future of our currency. And 
while we have enough gold to satisfy presumably 
fully the demand from gold hoarders, a heavy “run”’ 
from the dollar into gold might have unpleasant 
repercussions. What’s more, nothing would be gained 
for us; it would neither help solve our own problems 


nor those of the world. The odds are far greater on. 


the negative side, especially in the field of foreign 
excange relationships where repercussions might be 
highly disruptive to our foreign trade. It may, in fact, 
defeat the very purpose for which it is so persua- 
sively advocated by proponents of dollar devaluation. 
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Gold producing interests are supporting the 

cry for high gold prices for their benefit, 


In view of the large private gold hoards in many 
parts of the world, it may be expecced that once the 
world again succeeds in returning to a normal stable 
currency situation, the visible stocks of gold will 
undergo considerable increase. In other words, if 
confidence in currencies is restored, gold will come 
out of hiding, be concerted into money and usefully 
employed. The price of gold will drop, and there may 
well be an over-supply. Gold hoards, the world over, 
are very large though it is impossible to estimate 
them accurately. What we need is not so much more 
gold but better distribution of the available supply 
and this can only come in the wake of worldwide 
economic recovery. Neither dollar devaluation nor 
a free gold market can cure the world’s monetary 
ills. To do that we shall have to treat the disease 
rather than the symptoms. And the disease is world- 
wide monetary inflation and absence of adequate re- 
covery of productivity that would halt and reverse 
the inflation. 

Until this problem is successfully tackled, meas- 
ures towards currency reform and stabilization are 
likely to be doomed to failure. The International 
Monetary Fund has severly criticized gold transac- 
tions at premium prices as disruptive of exchange 
relationships and has called for repressive meas- 
ures. While fully justified, such measures—that is 
interdiction of premium transactions — merely 
amount to a treatment of symptoms. Treatment of 
the disease—inflation—as the Fund has recognized 
on various occasions, is however a matter of the 
policies of the nations concerned. To be sure, an ad- 
monition that Governments set their financial houses 
in order would be more appropriate than attempts to 
repress gold dealings. But politically this involves 
delicate questions which the Fund is wisely avoiding 
for the time being, though sterner demands for 
saner national economic programs may eventually 
have to be made. 

The inflation problem is of course not confined to 
countries where heavy premiums are being paid for 
gold. It exists elewhere (Please turn to page 678) 
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ANTI-TRUST 
Charges 


By WILLIAM A. HOWELL 





ae is in for a rough time. The Adminis- 
tration is swinging the antitrust “axe” wildly, and 
taking deeper cuts with every swing. 

For proof, you only have to look at the number 
of antitrust cases being handled by the Department 
of Justice. From June 30, 1945, when Tom C. Clark 
became Attorney General, until June 30, 1947, the 
Department handled a total of 70 antitrust cases. 
At present there are 117 cases pending, 47 more 
than were handled in the previous two-year period. 

Although most of the publicity about the anti- 
trust program has appeared in the past month, 
Department of Justice activity really began to in- 
crease back in April. That was when a suit was 
filed against nine corporations, including three bus 
companies, Standard Oil of California, General 
Motors and Firestone Tire and Rubber Company, 
charging them with conspiring “to acquire control 
of a substantial part of the local transportation 
companies in the United States, and to monopolize 
and exclude all competition in the sale of motor 
buses, petroleum products, tires and tubes to the 
companies so controlled.” 

Since that time the number of cases has increased 
to the point where the Department of Justice is now 
announcing one or two new cases each week. 
Monopoly charges have been filed against the rail- 
roads, Richfield Oil Corporation, chlorinating equip- 
ment manufacturers, railway freight car builders, 
the American Society of Composers, Authors and 
Publishers (ASCAP), Technicolor, Inc., tire and tube 
manufacturers, manufacturers of friction materials 
and, recently, against the real estate dealers. A few 
days before the suit against the real estate dealers 
was made public, the Federal Trade Commission 
charged the steel industry with price fixing. 

The charges against the steel companies and the 
real estate dealers are most important because they 
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Rubber and Steel Industries—among the first to be hit 
by price-fixing charges—can ably defend their positions 


represent a new phase of the antitrust program. 

On August 12, 1947, Attorney General Tom C. 
Clark announced that he had “instructed the Anti- 
trust Division of the Department of Justice to launch 
immediately a program aimed at conspiracies to 
maintain or to increase present prices in the food, 
clothing and housing fields.” 

This was the first formal announcement that the 
antitrust cases were going to follow a particular pat- 
tern, aimed at specific sections of the business world. 

Previously, the cases filed by the Department of 
Justice had been, for the most part, routine. The first 
charge against the railroads, for example, state that 
they “had overcharged the Government on its mili- 
tary and naval freight destined to overseas points 
during the war.” And the suit against ASCAP, al- 
though of importance to a composer, could hardly, 
by any stretch of the imagination, seriously affect 
the cost of living. 

But now the Administration announced that it had 
a plan and intended to make it work. This wasn’t 
just another Washington statement. Something new 
had been added to the problems of the businessman. 
A threat went along with the original announcement. 


Criminal Prosecution Threatened 

Mr. Clark said that “such conspiracies will be 
prosecuted criminally, and in those cases the Justice 
Department will oppose acceptance by the court of 
pleas of nolo contendere, and upon conviction of the 
defendants, the Department will recommend jail sen- 
tences for the individual defendants and maximum 
fines against the corporations.” 
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The Attorney General admitted that this was a 
drastic change in procedure, saying that “although 
the criminal provisions of the antitrust laws have 
been invoked in the past, jail sentences for violations 
have not been imposed except in a few cases.” 

His reason for the change in Policy? “The rela- 
tive ineffectiveness of past enforcement policies, to- 
gether with the soaring high prices now continuing 
in the food, clothing and housing fields, require that 
a new and more vigorous approach be undertaken in 
these fields. 

In attempting to get the complete picture of the 
new antitrust program you come up against some 
neat walls of words. 

The Attorney General, for example, gives these 
reasons for the program: “In his State of the Union 
message in January, President Truman pointed out 
to the Congress that, despite half a century of anti- 
trust law enforcement, one of the gravest threats 
to our welfare lay in the increasing concentration of 
power in the hands of a small number of giant or- 
ganizations and that today we find that to a greater 
extent than ever before whole industries are dom- 
inated by one or a few large organizations which 
can restrict production in the interest of higher 
profits and thus reduce employment and purchasing 
power. 

“In his recent Midyear Economic Report, the Pres- 
ident warned that prices, to support a prosperous 
economy, must be kept down to the lowest point 
compatible with costs and reasonable business in- 
centives and that a free enterprise system cannot 
tolerate collusion in price, in curtailment of output, 
or in restriction of capacity expansion, or the ham- 
pering of the entry of new firms into the business 
life of the community. 

“The antitrust program for this year will be aimed 
at these vital problems.” 

But another spokesman for the Department of 
Justice merely said that ‘‘We’re aiming at any in- 
dustries fixing prices, particularly of food, clothing 
or housing. But our main purpose will remain that of 
finding any violators of the antitrust law.” 


What About Politics? 


Naturally, the answer from Department of Jus- 
tice officials is a smile and a shake of the head. They’re 
not having any, thanks. 

The answer from other government officials and 
qualified Washington observors is different. One 
agency official, who quite logically did not wish to be 
named, seems to have the answer that comes closest 
to fitting the whole program. 

First of all, he says, the program is aimed at 
what the Office of Price Administration called the 
“cost of living items’: food, clothing and housing. 
And any plan aimed at cutting prices can hardly 
fail to have public support. 

Second, the program is aimed at big business and 
big business alone. And that is not going to be un- 
welcome to the “little” man. 

Another point, and probably the most important, is 
that labor will be pleased by this slap at the foe, 
management. 

In view of these facts, our’agency official rates the 
antitrust program the smartest political device yet 
concocted by the Truman Administration. One very 
interesting point—he does not think that the pro- 
gram’s full potentialities were realized at first, 
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The program, he thinks, was started as a method 
of cutting prices, with full awareness of its political 
values on that score. But as the program went along, 
its use as a sop to labor, angry at the restrictions 
of the Taft-Hartley law, was recognized. And now 
we have a political catch-all, which will be adaptable 
to many of the political problems which will face 
the Democrats in the next year and a half. And it 
will be a strong point, evidence of a desire to “do 
something” to cure some of the country’s economic 
ills and also evidence that the Administration is not 
going to allow labor to bear the brunt of the blame 
for our current price problems. 

The antitrust program offers one additional politi- 
cal advantage: the time factor. Antitrust suits usu- 
ally take from one to two years for settlement It 
takes only elemental arithmetic to figure that out 
the cases will be in full bloom next year, right in the 
middle of the presidential campaign. 





What Next? 











































Three men know the answer to that one: Attorney 
General Tom C. Clark, Assistant Attorney General 
John F. Sonnett, in charge of the Antitrust Division, 
and his right-hand man, John Ford Baecher. They 
are the custodians and only readers of the “‘three 
little black books.”’ The books, about which you will 
hear much in the months to come, are identical and 
contain all details of the Justice Department’s anti- 
trust campaign. 

The books are handled with as much care as if 
they held another recipe for making atomic bombs. 
They are locked in safes at night; and only the three 
men named have read them from cover to cover, 
other top Justice Department officials having seen 
only particular sections of the books which outline 
special phases of the program. 

However, regardless of the plan outlined in the 
“little black book,” top Justice Department officials 
admit that the food industry will be next on the 
program. Just which sector of the food industry will 
be under fire they do not say, but most observors 
think that it will be the distributors and wholesalers. 
After that it will be the clothing industry’s turn. 

Don’t make the mistake (Please turn to page 673) 


Colored Film Producers are one target of Anti-Trust attack; 
but the big drive will be on food—shelter—clothing items 
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factors combine to 
confuse the judg- 
ment of the average 
investor, it seems 
constructive to con- 
tinue our discussion 
of the subject from 
as many angles as 
possible, achieving a 
degree of clarifica- 
tion by citing differ- 
ent cases. 

In scanning indi- 
vidual portfolios for 
encouraging factors, 
the term “stability” 
probably crops out 
morethanany 
other. Hence it 
would appear that 
what a large seg- 
ment of the invest- 
ing public desires is 
assurance of at least 
satisfactory income 
for a fairly long pe- 
riod. This is men- 
tioned because un- 
der current uncer- 
tain circumstances 
in the economy, sta- 
bility of dividends is 
apt to carry far 
moresignificance 
than stability of 
earnings. What the 
investor buys is in- 
come, and in the 
long run the price of 
his shares will re- 
flect the soundness 
of his judgment on 
this score. During 








By JOHN D. C. WELDON 


Gh several recent numbers of the Magazine of 
Wall Street we have pointed out the need for unusual 
caution in appraising either interim or full year re- 
ports of corporate earnings under current conditions. 
Recourse to carry hack tax privileges, inventory mark 
downs and markups, variations in allowances for de- 
preciation, and non-recurring profits or losses, have 
rendered comparisons frequently irrational. Above 
all, perhaps, a study of Corporate Finances in our 
issue of July 5th may have sobered the long range 
optimism of some of our readers over the prolonga- 
tion of current high earnings, from the aspect of divi- 
dend potentials. Examination of balance sheets and 
net earnings of many concerns lately published tends 
to confirm many of the comments on this broad sub- 
ject previously made in our columns. Just as “One 
swallow does not make a summer” neither can a single 
quarterly statement of net earnings definitely estab- 
lish grounds for a trend. That the economy has en- 
tered a period when irresistible forces may soon come 
into play to stimulate the need for new capital, and 
many enterprises will be obliged to begin repaying 
from earnings substantial term borrowings they have 
already shouldered, seems certain. As all of these 
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the course of an in- 
vestment program, 
earnings of the 
soundest concerns 
may vary from a highly encouraging status to one at 
times that seems worrisome, but without impairing 
dividend potentials in the least. Right now when glow- 
ing reports of net earnings are an every day affair, 
the number one problem for an investor is to study 
the prospects for continuation of present dividends 
over an extended term, quite as importantly as the 
potentials for initial payments or increased rates. 
Heartening comparisons of recent interim net earn- 
ings with those for periods in 1946 may well be mis- 
leading for a dozen reasons, or at least subject to 
qualification upon close inspection. On the other hand 
an apparent downtrend in net, in the process of de- 
velopment, may create no grounds for apprehension 
over dividends. Here the vital issue is whether the 
earnings cushion is ample or if the rising costs of 
doing business demand that a more substantial share 
of net be retained in the business to bolster working 
capital. All said, investment analysis is put to a severe 
test in the current flux in the economy, as is well 
shown by the apathy in the stock market. For the 
same reason, though, the research for presumably 
stable dividend payers becomes more than worth 
while, for yields obtainable from some of them are 


THE MAGAZINE OF WALL STREET 





serra 











tic 
col 
tio 
rey 
sic 


Co 


loc !|niwiw 








i 


“a 
am 

























































































Selected Companies with Clear-Cut Earnings 
In Dollars Per C Share 

1946 Earnings 1947 Earnings —Dividend— Price- _Divi- 

First Second First Second _ Latest 12 1947- 1946-47 Recent Earnings dend 

Half Half Quarter Quarter Mos.Net 1946 to-Date PriceRange Price Ratio* Yieldt _ 
Abbott Laboratories... $2.77 $2.96 $1.94 $i. $6.01 $2.87/7, $1.60 91-41, $78 13.0 3.7% 
Armstrong Cork. neem 1.19 1.35 2.70 4.05 1.80 1.20 65 -38!'/, 46 LF a; 
Celanese Corp. of America........... 1.07 1.29 98 74 3.01 90 50 33%-17'/, 25 8.3 3.6 
Cluett Peabody... be 3.03 4.29 4.68 8.97 3.00 1.50 6054-37 2 48 $7 
Colgate-Palmolive-Peet........ 3.10 4.04 4.78 8.82 4.25 2.50 6034-33 46 52 92 
Davison Chemical... 1.69 St 155 145 3S 00— “se = 20 TSO 
Eastman Kodak. 28S 623.1945 5 25-40% = 45141 3.40) 
Goodrich, B. Fei BT 85 7.82 16.77 4.50 3.00 —881/4-49 503.00 9.0 
International Nickel... n uw SS 6S 2.19 1.60 ——*1.2042%-28%_ 2918.2 SS 
Procter & Gamble. nn 83253 ZT 5.11 2,003.25 7194-53 6713.1 4.9(a) | 
Ruberoid...... come 225 448 2.71 2.85 10.04 = 2.00 1.00 65-4055 SH 
Sinclait Oil eeeennnee O30 800 2094-14 16 53 62 | 

N.A.—Not Available. t—Based on 1946 Dividend. 
*—Based on Latest 12 Months Net. (a)—Based on 1947-to-Date Dividend. 


























relatively attractive. 

On an appended table we list a number of large 
concerns enjoying a strong financial status, satisfac- 
tory sales and profit margins, and whose dividend 
distributions have been conservatively held to a level 
that promises well for stability should a moderate 
downturn in industrial activity occur. A second statis- 
tical tabulation is also provided, to include certain 
companies whose interim earnings require explana- 
tion in making comparisons with former periods or in 
connection with their latest showings. In our discus- 
sion we will consider this latter group first. 


Companies with Special Temporary Favorable Factors 


American Hide & Leather Company exemplifies an 
enterprise that for the first time in almost half a cen- 
tury has felt able to initiate dividend payments for its 
common stockholders. During the past twelve months 
a reported net per share of $2.31 encouraged payment 
of 50 cents per share in July of this year. The com- 
pany admits that runaway prices in the leather mar- 
kets and a tremendous demand for its products ac- 


counted for the favorable results, and does not 
hesitate to predict that the bonanza will not continue 
indefinitely. In other words the profits from inventory 
markups must be considered as rather transitory. On 
the other hand, the sharp drop in net per share to 32 
cents in the second quarter of 1947, compared with 
93 cents for the first quarter reflects conservatism by 
the management, for the poorer showing was largely 
accounted for by deduction from earnings of $1.5 mil- 
lion for inventory reserves. Whether this proves to be 
enough in the final analysis only time can reveal, and 
the shares must be regarded as highly speculative. In 
comparing the recent six months net of American 
Stores with that of the last half of 1946, $2.33 per 
share vs. $4.85, the picture might look less good if it 
were realized that allowance of $1.5 million for inven- 
tory reserves in the 1946 period was not duplicated in 
the last six months. Similarly the deficit of $3.91 per 
share for the 9 months ended June 30, 1947 would 
have had been substantially larger had not a carry- 
back tax credit of about $3.1 million helped out. 

The apparent downtrend in net earnings of Calu- 
met & Hecla during the first (Please turn to page 669) 


































































































Selected Companies with Earnings Warranting Explanation 
In Dollars Per Common Share " a 
1946 Earnings 1947 Earnings —Dividend— Price- _Divi- 
First Second First Second Latest 12 1947- 1946-47 Recent Earnings dend 
| cyber baeytic Half Half Quarter Quarter Mos.Net 1946 _to-Date _ Price Range _ Price Ratio* _ Yieldt _ 
| American Hide & Leather... def$ .20 $1.06 $.93 $32 $2.31 Nil $50 12%-5% $7 3.2 —6.7%(a) 
| American Stores. 153 4852.33 7.IB$NO 4043 -23Y%q— 273.8 5.2(a) 
Beech Aircraft... a N.A. def 1.12 def 1.27 def2.35 def4.74 Nil _Nil 30%4- 55% 8 ed. 
Bendix Aviation. 29 140 TI 83 + 1 Oe et 
Bullard Company......... — def.26 1.39 def .32 1.07 1.50 Nil 46%-14!/, _ We 1S 6s 
Calumet & Hecla.. : 25 56 42 24 1.22 40 25 12%4- 6%, 7 a 
Te Nascent 364623 def.05 64 4020 14% 5 5p 86 73 
Industrial RAYON. cnn T2294 TO 2.32 6.96 1.62 1.75 54-32% = 42 42a) 
Philco me Ve 2 we i a ie le ae oh oe ee 
Radio-Keith-Ohrpheum............. 1.80 1.37 A ee ee ee 281/g-1054 te 4) Oz 
Spiegel. hiss Se Tee ee ee See ee ee 
United Air Lines. 42 14 def 1.86 08 defl.64 = 50 Nil 541/4-19 ~:~ s 
*_Based on Latest 12 Months Net. t—Based on 1946 Dividend. 
(a)—Based on 1947-to-Date Dividend. | 
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Hayapening In Washington 





By E. K. T. 


REVIEW of decisions by the United States Supreme 
Court in the session just ended develops the some- 
what surprising fact that the tribunal under Chief 
Justice Vinson, an original New Dealer, is going 
more sharply to the right than it moved under 
Chief Justice Stone who went on the bench in the 





WASHINGTON SEES: 


The congressional recess has accentuated the 
fight between the state houses and Capitol Hill for 
the republican Presidential nomination with Gov. 
Thomas E. Dewey the principal hope of the former 
and Senator Robert A. Taft the choice of the latter 
—at this point. 


Taft's speaking tour following closely on the heels 
of Dewey's “vacation” outdrew in newspaper cov- 
erage even the President's trip to South America. 


That Taft hasn't the mass appeal possessed by 
Dewey is granted by the Ohioan’s campaign com- 
mittee. Rep. George Bender of the same state, 
called a press conference for no other apparent 
reason than to say that what Taft misses in voice 
and sex appeal he more than makes up for in 
knowledge of government. And, said Bender, the 
country has not profited under the rule of one 
gifted with radio appeal—a shot named not so 
much at the ostensible target as at Dewey. 


Interesting fact in connection with the primary 
campaign is that neither Taft nor Dewey is enthu- 
siastically backed by the politicians and the fate 
of either or both of them is regarded tied up in 
whether President Truman continues to pick up 
popularity. If the election looks close, the nominee 
probably will be one of them, because each is 
regarded a strong candidate; if the GOP thinks 
a win will come easy, look for both Taft and Dewey 
to be sidetracked. 
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pre-Roosevelt days. In almost every analysis of 
cases presumed to show a trend Justice Vinson has 
led the conservative wing and carried with him 
Justices Jackson and Frankfurter as the nucleus for 
a majority with Justices Burton and Black usually 
to be counted on. 


AVIATION industry is likely to suffer annoyance 
from too many official “helpers.” Congress has ap- 
pointed a joint committee to study air policy, the 
President has appointed another, and the aviation 
division of the armed forces, newly established as a 
separate branch is drenching industry with a rain of 
well-intentioned suggestions, practical and other- 
wise. There’s optimism in Washington, however. The 
situation exactly duplicates that which followed 
World War I. Then, a board headed by Dwight Mor- 
row come out of the welter, and things began to 
move in orderly way. 


FOOD PROBLEMS are rapidly moving to the top of 
the list of international worries. When weather dam- 
age alone exceeds the. total amount of shipments 
abroad last year, and it is realized that a hungry 
populace is not likely to be able to put in the physical 
labor to carry its share of the Marshall Plan, it adds 
up to new complications. There’s talk in high official 
circles here of a return to rationing. That doesn’t 
mean coupon books are just around the corner; the 
idea is to point up the problem in a manner under- 
standable to all, prepare the way for at least a Food 
Administrator. 


LABOR DAY message of President Truman this year 
was a document of slight resemblance to the papers 
which are issued annually over the President’s sig- 
nature (frequently, it is suspected, without his hav- 
ing read them). This year, Mr. Truman had a chance 
to deliver a body blow to the Taft-Hartley Act—and 
he didn’t miss. He went beyond that to write his 
labor platform for 1948: higher minimum wages, 
broadened social] security, a national health program. 
This was a challenge to congress which rejected or 
ignored bills on each of these points. 
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idely heralded, the Congressional inquiry into 


SEER a and the effect < of their tax exemptions on 
private enterprise got underway under soi Somewhat less than 


- favorable auspices. A House committee selected the 
Greenbelt, Md., resident-ownership operation as its 
test and was snowed under by a mass demonstration. 


The Greenbelt development was an unfortunate 
choice. Testimony established that private retailers 
are not barred except where, as was the case of a hopeful 
liquor dealer, the normal processes of zoning stopped an 


enterprise from launching. 


Washington weather (bad at best) hasn't been 
good for Congressional probes. The Hughes-Roosevelt- 
Meyer “inquisition backfired to the extent that Senator 
m Owen Brewster, chairman of the Senate's war expenditures investigating committee, 


‘a was moved to announce the group will not seek a new lease on life next year. 
y 



































Overlooked almost completely in the co-op probe was the principal question of 
tax exemption and i its eff err Committeemen made the error or of e expressing views in ad- 




















ad vance, weakening their own standing as impartial judges. And, they’ revived the 
d political ghost of Rexford Sey -- called the enterprise "Tugwelltown.” It fell 
c flat; so did the investigation. 

a On another inquiry front, realtors were being examined in closed session by 
f & special grand jury here. Brokers' commission rates was the subject of investiga- 





d tion. "Are they so high as to ae the home oe inci the jurors — 





ever. as “proceedings ar are cearaated to be justified. 





O Certainty appears to be that the grand jury probe will be far-reaching. Even- 
tually, it's believed here, there will be inguiry into every segment of the building 
industry -- materials, union practices, brokers, etc. etc. 


The grand jury approach was the Administration's effort (through the Depart- 
ment of Justice) to take over the housing study already under way before two commit- 
tees of Congress. One, headed by Rep. Ralph A. Gamble of New York, is composed of 
banking and currency members of both houses and intends to cover the entire field; 
another, conducted by Rep. Ralph W. Gwinn, also of New York, wants to know what part 
labor practices is playing in delaying new home construction. 





























7 Se aE See GN 6 6USECULClCU 


Tipoff to the Congressional attitude was an in-the-open fight for the com- 
mittee chairmanship of the joint committee. Senator Charles W. Tobey of New Hamp- 
shire, was the logical choice to head the group, by reason of his Senate membership, 
chairmanship of the Senate banking and currency committee, and Congressional 
seniority. But he didn't win. Reason: Tobey is an advocate of federally-subsidized 


housing. 
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Again, the Administration had its "inning." Federal Housing Administration 
announced a new policy for insuring mortgages, with an inviting 25-year term and 90 
per cent coverage. Operating under a clause of the new National Housing Act, the 
government was ready to put 750 million dollars into th field immediately. 

















| There was convincing argument supporting the government's plan. Almost 97 
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per cent of the investment made in savings and loan associations by the government 
the depression years had been repaid ahead of schedule. Government's invest- 
ment of 275 million dollars is down to 9.2 million dollars, : 


Only casually mentioned was the fact that the rate of debt retirement had been 





accelerated during the war years as national income and public savings rose to record 
heights as the American public invested more money in federally-charted institutions. 
It was a backwash of the assurance built t war bond campaigns. 


Atomic Enérgy Commission has decreed that when federal land is sold a special 
clause shall be inserted in the deed allowing the government to mine any fissionable 
material that might be discovered on the property. And that provision is being 

carried to the extent that sales of residential property repossessed by the govern- 

ment mortgage companies includes the provision. Even in crowded cities! 


Amusing -- and profitable -- sidelight to the presence of many GI's in foreign 
countries is the fact tha during the first six months of this year, 30,000 bathtubs 
were exported as compared with 22,000 for all of last year. Before the war there was 
almost no export of this material. 


Quick reversal of Federal Trade Commission policy has Capital observers 
blinking. Within the past month, FIC issued a statement which appeared to kill off 
the so-called Mason approach to industry regulation. Commissioner Mason, known to 
be President Truman's right-hand man on the regulatory board, favors the fair trade 
practice system which is basically self-policing as mapped in industry conferences. 
Chairman Ayers, veteran of FTC service, likes the more cumbersome prosecuting system. 
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the principal weapon for promoting fair trade practices. It was announced that the 
trend would be accentuated in that direction, But Ayers has been reversed. Now, 

emphasis will be on the voluntary compliance method -- FIC says, in four mimeographed 
pages. If practice supports the promise, business and industry will spend less time 
and money meeting the mandates of FIC. 


Department of Agriculture has reason for real concern. The impact of the corn 
crop failure and drought will be difficult of appraisal for at least another month, 
and fingers are being kept crossed in fear of an early frost. The export grain 
program already has been cut 10 per cent, eventually will be trimmed 25 per cent. 


Emphasis is shifting to wheat exports, but the cut on corn won't be matched with in- 
creased wheat sendings. 
































een 


USDA finds. This will not be reflected in supply this year, but will show up next 
year. Even then, there is little prospect of am improved supply or a price reduction. 
No fourth-quarter allocation for overseas has been announced. There probably will be 


none; at least none which will progress beyond the paper stage. Horsemeat will be 
the export order, : 























Aimed at bringing order out of international statistical chaos, experts in 
the field are arriving in Washington for a series of meetings which will last midway 
through September. International Statistical Conferences is the host; Commerce 
Secretary W. Averill Harriman is the "front name" and official greeter. 
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organization might suggest. It's very practical. Value of reliable statistics has 
long been recognized by American businessmen in their appraisal of markets at home 
and abroad. Role which they play in assisting world trade and reconstruction is 
daily become more evident. 
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V. L. HOROTH 


pe Sen business men who 
saw Italy at the close of the war and 
have revisited the country in recent 
months, express amazement at the 
comeback made during the past two 
years. Great industrial centers in 
northern Italy are again humming 
with activity, and, in a number of metallurgical and 
machine-building lines, new peaks of production, far 
above the prewar levels, are expected to be achieved 
in the near future. Exports of some Italian products, 
such as textiles, are booming. The stores appear to 
be well stocked, and in general Italy has become 
again a pleasant place to live—at least for the people 
with money. This transformation is in no smail de- 
gree due to the generous help from the United 
States. But the task of reconstruction has only be- 
gun. Pitfalls are still many, and Italy will need more 
loans. Neither has Italy ceased to be a battlefield 
between democratic ideas and communism. Despite 
our aid and the great expansion of production, there 
are still not enough consumers goods available; 
hence, unrest among Italy’s undersupplied population 
continues as inflation mounts to dizzy heights. Italy 
still remains highly vulnerable to communist con- 
quest. 

When the war ended, only a few countries were in 
worse shape than Italy. Poor even by Western Euro- 
pean standards, Italy suffered enormous physical de- 
struction: home, railways, and factories. The mer- 
chant fleet was sunk or captured, and the colonial 
empire gone. It is estimated that more than one- 
third of the hard-won national capital was destroyed 
and that the standard of living dropped to the lowest 
level in Italy’s modern history. The distribution of 
meagre stocks of foodstuffs broke down because of 
the destruction of the transportation system. There 
were no raw materials to work into finished goods 
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Photos by British Combine and Press Assoc. 


American assistance has aided war torn Italy to get its industries humming and new 
peaks of production have been achieved—although serious problems still lie ahead 


either for home consumption or for export. The fac- 
tories closed, and, to top it all, there must have been 
at one time as many as 4 million unemployed. Had 
the revival been attempted on the basis of Italy’s 
own resources, it would have taken several genera- 
tions, and the hardships would have driven the peo- 
ple into the arms of the communists. 


American Assistance 


It became obvious that to prevent Italy’s falling 
into the lap of the communists, the country had to 
be staked (1) to food during the period in which 
the physical restoration of transportation facilities, 
public utilities, and the productive plant was being 
carried out, and (2) to raw materials such as cotton, 
steel, coal, and wool, to get the production going. The 
assistance that the United States gave to Italy did 
just that: staked the country to food and raw mate- 
rials during the most critical period of reconstruc- 
tion. 

Most of the assistance was rendered without any 
expectation of repayment. The U. S. share of the 
UNRRA relief to Italy, including the 1947 aid, 
amounted to about $300 million. The relief supplies 
furnished by the military were estimated at about 
$523 million. The claim for their repayment was 
waived only recently, together with another $500 
million that represented our various other claims. 
Italy’s share of post-UNRRA relief during the fiscal 
year 1947-48 which will get on the way this Summer 
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Italy: Recent a Indices 
Prewar 1947 
{Monthly Avg.) pahalay Ave: ) Jan. Feb. March = April May June 

Wholesale prices . 1938 = 100 May 2,582 3,754 3,891 4,139 4,533 5,193 
Cost of living. 1938 = 100 3,662 3,723 3,829 4,180 4,389 
Retail food . 1938 = 100 4,663 4,734 4,835 5,330 5,607 
Liras Per Dollar 

Official rate .... 19 lire 225 225 225 225 225 350 

Free market _.. , oe June 366 596 577 613 713 750 720 
Textile production 1938 = 100 Dec. 60 58 75 78 80 
Electricity output (mil. kwh) ~ 1939 1,263 1,279 1,166 ~=—«'1,047,-s«1,317—*1,503 «1,766 
Steel output (000 tons)... eee ae 1939 190 Dec. 100 93 81 117 
Exports (mil. lire)... eos NM | oe Dec. 10,124 13,701 12,778 15,663 
Imports (mil. lire)... : 1939 859 Dec. 11,503 19,279 22,286 40,799 
Note circulation (in bil. lire)... 1939 24 Dec. 505 496 504 524 541 
Deposits {in bil. sidan 1939 26 Dec. 225 229 
Industrial stocks . e 1937 = 100 June 586 1,301 1,227 1,569 
Glass industry (000 sq. “meters)\. 1939 443 Dec. 95 700 667 749 
Motor cars . 1939 4,667 Dec. 1,247 827 770 1,752 2,121 
Trucks 1939 1,079 Dec. 1,485 1,242 1,125 1,815 2,024 
Number of unemployed (in 000)... June 1,531 2,228 2,279 2,177 














is expected to be around $100 million. 

The credits and loans that Italy is expected to re- 
pay are relatively small. As will be seen from the - 
accompanying table, they amount to about $263 
million. Of this figure, $178 million represent credit 
for the purchases of surplus war goods, the actual 
cost of which was at least three times as high, and 
$37 million credit for the purchase of merchant ships. 

American help to Italy would have been wasted 
had it not been for the fact that the Italian people 
retained their belief in hard work, private incentive, 
and democratic institutions. This is the more re- 
markable after 25 years of the fascist regime. It is 
also remarkable in view of the high powered pres- 
sure of the communist party. Italian communists 
have been led by able and foxy Palmiro Togliatti. 
The communist party is probably the largest and 
best financed of all the communist parties outside 
Russia. 


The Problem of Industrial Revival 


The overall output of Italian industries is at pres- 
ent around 70 per cent of the prewar level. In some 


textile lines, rayon and staple fibre goods, silk and 
hemp, production is probably near the prewar level. 
Before the war, Italy used to be the largest producer 
and exporter of rayon and hemp goods. Some me- 
chanical-engineering lines such as the production of 
typewriters, motorcycles and bicycles are also work- 
ing at full capacity. The Fiat automobile works were 
last reported to be making about 100 vehicles a day, 
mostly trucks. 

However, if industrial production is to be lifted to 
a higher level—85 to 90 per cent of the prewar, 
as the Italian Government is planning—more raw 
materials and more coal will have to be available. 
This means more direct aid or loans, and more par- 
ticularly dollars since most of the coal has to come 
from the United States. This is why the Italian 
Government has been pressing for new loans either 
from the United States or from the World Bank. 
Altogether, Italy will need this year about $1,500 
million worth of food stuffs and raw materials, but 
her exports are expected to produce only about $520 
million. Actually, the latter amount may be even 
smaller, because a large share of Italian exports—as 
in the case of British (Please turn to page 675) 

















International ony end c voile’ Ghee to »dealy: Since May 1945 
| ___ Date ; “Country or or Institute Amount Percent Term Purpose Ze ; 
1) LOANS MADE BY THE UNITED STATES (dollar equiv.) 
Oct. 8, 1945 Export-Import Bank ... $25,000,000 $25,000,000 2'/2 1/44 yrs. Cotton export credit 
Aug. 8, 1947 Export-Import Bank ... 10,000,000(a) 10,000,000 Fiat Automobile Works 
Aug. 8, 1947 Export-Import Bank .. 9,000,000(a) 9,000,000 Monticatini Chemical Corp. 
Aug. 8, 1947 Export-Import Bank .. 4,000,000 ‘a)/ 4,000,000 Pirelli Works 
Sept. 9, 1946 For. Liquid. Commiss. 160,000,000 160,000,000 2% 29 yrs. For purchase of surplus war material 
July 21,1946 — For. Liquid. Commiss. 18,000,000 18,000,000 2% 29 yrs. | For purchase of surplus war material 
Maritime Commission ... 37,000,000 37,000,000 2% 
Total ..... $245,000,000 $263,000,000 
2) LOANS MADE BY OTHER COUNTRIES 
July 21,1947 Argentina ..Pesos 350,000,000 85,400,000 Revolving credit for food purchases 
July 21,1947 = Argentina . Pesos 250,000,000 61,000,000 Loan to be paid with Italian machinery 
Switzerland . Sw.fr. 80,000,000 18,000,000(b) Arising from payment agreement 
France .......... F.fr. 360,000,000 3,000,000 Arising from payment agreement 
Netherland 2,000,000 Arising from payment agreement 
Uruguay ... 2,000,000 Arising from payment agreement 
| Denmark 400,000 Arising from payment agreement 
| $171,800,000 
3) PROSPECTIVE LOANS 
Canada . $ 50,000,000 
(a)—A part of the $100 million credit earmarked” for Italy on Jan. 14, 1947, (b)—Does not appear to have been consummated. 
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of Values, Earnings and Dividend Forecasts 


Prospects and Ratings for Steels, Chemicals, 
Liquors, Oils and Machinery Companies 


Part IV 


I n the five industries under review, sales and 
earnings of the majority have shown a downtrend in 
the second quarter compared with the first one. 
Whether alert investors should construe this showing 
as indicative of a coming recession in business or 
merely as a breathing spell after last year’s prosper- 
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ity, is now the big question. Action by the stock 
market tends to confirm the presence of considerable 
pessimism, but a careful scrutiny of sound facts may 
disclose ground for contradictory conclusions. Some 
branches of industry undoubtedly have passed the 
peak of their postwar prosperity, while others still 
have room to push ahead into a period when new rec- 
ords could be established. 


Intelligent appraisal of the forces now at work to 
hamper or stimulate the near term progress of the 
various industries and their components is not only 
interesting under current conditions, but essential to 
every investor aiming at stable income returns for 
his funds or potentials for reasonable appreciation. 


To assist our subscribers in arriving at sound in- 
vestment decisions, the Magazine of Wall Street 
presents its Security Appraisals and Dividend Fore- 
casts at six months intervals, in addition to its reg- 
ular coverage of important developments. By this 
method, the maximum number of industries are 
periodically reviewed on the basis of all available in- 
formation, supplemented by statistical data for ready 
comparisons. Additionally, brief comments on the 
status of each company listed on the tables are 
presented. 


The key to our ratings of investment quality, and 
current earnings trends of the individual stocks—the 
last column in the table, preceding comment—is as 
follows: A+, Top Quality; A, High Grade; B, Good; 
C+, Fair; C, Marginal. The accompanying numerals 
indicate current earnings trends thus: 1—Upward; 
2—Steady ; 3—Downward. For example, Al denotes 
a stock of high grade investment quality with an 
upwards earnings trend. 


Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are de- 
noted by the letter X. Purchases for appreciation 
should of course be timed with the trend and invest- 
ment advice presented in the A. T. Miller market 
analysis in every issue of this publication. 
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Photo by Standard Oil of N. J. 


By PHILIP DOBBS 


oo demand for oil products, which has increased 
in 22 out of the past 28 years, has continued up- 
ward since the end of the war and is now at the 
highest level in history — well above even the peak 
of the war years when need for oil to power the 
military machine resulted in tremendous demands 
on the oil industry. 

The United States’ oil industry now is refining 
more than 5,100,000 barrels of crude oil daily, com- 
pared with the average of the peak wartime year 
of 1945 of 4,711,000 barrels daily, and with the 
prewar average of 3,861,000 barrels daily in 1941. 

Demand for oil products, in part due to the trend 
toward use of mechanized equipment using oil, is 
expected to continue to climb during the coming 
year, and the industry sees no evidence that the 
growth in demand will be interrupted in the years 
ahead. Industry estimates, it might be noted, have 
been, if anything, too conservative in the past. For 
instance, present rate of consumption is above the 
level that the industry had earlier forseen for 1950. 

In a report presented recently to the Independent 
Petroleum Association, L. F. McCollum of the 
Standard Oil Co. of New Jersey estimated that by 
1951 world demand for oil, exclusive of Russia, will 
be 30% in excess of 1946. 

As regards sources of supply for meeting the 
estimated increased demand, it is expected that 
United States oil fields will be called upon to supply 
526,000 additional barrels daily, the Near East 785,- 
000 barrels and the Caribbean fields (chiefly Vene- 
zuela) about 113,000 barrels. American oil com- 
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panies, it should be noted, are in the forefront of 
development in both the Latin American area and 
in the Near East. 

Probably the major headache for the oil industry 
for the future, as has been the case in the past, are 
the recurrent efforts to bring the industry under 
government ownership or close government control, 
for the “national interest.” At various times in the 
past, government “experts” have gloomily pro- 
nounced that the oil supply was about exhausted, 
and the government should step in. 

Fortunately, complete government control has 
been avoided and when supplies have dwindled, 
prices have gone up. Thus, private capital was pro- 
vided with an incentive to spend millions of dollars 
on research and exploration. As a result, the 
“cracking” process was developed, which permitted 
a sharp increase in production of gasoline from a 
given quantity of crude. Also, exploration and de- 
velopment methods have been improved to so great 
an extent that a number of important new oil fields 
have been discovered since the dire predictions of 
imminent exhaustion of American oil supply were 
first voiced. 

Partly due to government controls during the 
war, the long-term growth of United States oil re- 
serves was temporarily arrested. Price controls, 
while costs were rising, narrowed profit margins, 
lessened the incentive for capital outlays to increase 
crude production and develop new reserves. High 
taxes discouraged efforts to increase operating 
efficiency. 
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In exploration work, for 
instance, present-day costs in 
bringing an oil well into pro- 
duction are three times what 
they were 10 years ago, and 
the well now brought into 
production produces only half 
as much oil as new wells of 
10 years ago. In other words, 
costs are up sixfold. 
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Recent Oil Price Advances 


During the past 12 months, 
however, and _ particularly 
since termination of govern- 
ment price controls, prices of crude oil and refined 
products have advanced about 67%. The rise of 70 
cents a barrel in crude oil has brought the price to 
a level that is high in comparison with that during 
the decade before the war but not in relation to the 
cost of replacing domestic reserves. Despite recent 
increases, the price level for petroleum and its 
products has risen less than the average for all 
commodities and is still below the 1926 level. The 
increase in prices has been approximately equiva- 
lent to the rise in costs. 

With better prices for crude in sight, various 
companies last year revived and intensified their 
efforts to develop additional crude oil supply, drill- 
ing more than 30,000 wells, of which over 5,700 
were exploratory. Drilling activities have been 
stepped up further this year to around 35,000 new 
wells, including 5,000 exploratory, a new high rec- 







ord, and the country’s proved 
oil reserves have been built 
up to a new high of around 
21 billion barrels. Adding 
liquid hydro-carbon reserves 
—natural gas liquids and con- 
densates — lifts the potential 
proved reserves to well over 
24 billion barrels. 

Under conditions of in- 
creased prices and record de- 
mand, earnings of leading oil 
companies this year are up 
sharply compared with 1946. 
In some cases, profits for the 
full year 1947 are likely to 
be shown more than double the 1946 level. 

Companies engaged in crude oil production will 
report the sharpest gains, generally speaking. One 
reason is that price increases in refined products 
tend to lag behind price increases for crude. Aa- 
other reason is that the shortage of transportation 
facilities and the shortage of certain types of equip- 
ment have resulted in increased costs for refiners, 
striving to take care of present record demand. 

Capital expenditures at refineries during and since 
the war have been large and devoted mostly to the 
addition of catalytic cracking units. Although this 
has resulted in only moderate expansion of over-all 
capacity, it has greatly increased the flexibility of 
the: refineries, permitting production of a higher 
percentage of middle products at the expense of 
fuel oil, also making possible a great increase in 
the yield of gasoline if (Please turn to page 673) 











——_—_—_—— In Dollars Per Common Share 

1942-45 1946 Net for6 Current 

Avge. Fiscal Mos.Ended 12 Mos. 
Net Yr.Net 6/30/47 Div. 


Position of Leading Petroleum Stocks 


1946-47. Recent Earnings dend ment 
Price Range Price Ratio Yield Rating 





Price- Divi- Invest- 


COMMENTS 





Amerada Petroleum... $2.97 $5.61 $4.13 $2.00 
x 


9112-6454 $85 15.1 2.4%, BI Largest reserves per share of any listed 


company. Ultra-conservative accounting 
may keep 1947 earnings down to around 
$8 a share. Dividend payments may be 
increased. 





AilonticRefining..._. 3.15 3.262.077 1.50 
X 


51'/-31 36 11.0 ; 4.2 is C+] Adding to crude oil arog Earnings 





BamedalliOlk ww ER 2.30 1.74 1.30 31 





Continental Oil... 3.00 4.05 3.40 





nr Ge ore 3.85 6.42 4.66 2.50 78 


-20%, 29 12.6 4.5 BI One of the smaller crude oil producers, 


2.25 4934-337, 45 Hl 5.0 BI Primarily a crude producer. Will earn 


-56!/, 70 10.9 3.6 BI One of the largest and best managed 


this year ‘may increase to $4.50 to $5 a 
share, but integration program likely 
to result in continued conservative divi- 
dend payments. 





earnings this year may reach $3.50 a 
share, dividend payments likely to total 
around $1.50 a share. 








over $6 a share this year. Higher divi- 
dend payments likely. 








integrated companies may earn close 
to $9 a share this , probably will 
pay a higher fourth quarter dividend 
than the $1 paid in 1946. 





Humble Oil (ZB 4.00 aus 2.50 





Mid-Continent Petroleum... 3.72 5.43 4.87 2.75 
WwW 


75'/4-485/4 70 17.5 3.6 B2 Next to its parent, S.O. of N.J., Humble 


455-31'/> 45 8.3 6.1 BI One of the smaller partly integrated 


has largest domestic proven reserves. 
Primarily a crude producer and dis- 
tributor. Earnings and dividend pros- 
pects favorable. 





companies. Earnings prospects favor- 
able, may increase dividend payments. 








Ohio Oil... 2008 «= 2.78 ~——s2.02 1.50 


X 


2954-1958 26 9.3 5.8 


BI Primarily a crude producer, has been 
diversifying and broadening activities 
through expansion of marketing and re- 
fining divisions. Earnings may approach 
$4 a share this year, dividend payments 
may be increased. __ 











Pan-Amer. Pet. & Tran... 1.07 1.57 #12 75 


2034-13 15 9.6 5.0 


C+] Primarily a refining company, earnings 
have been variable. Longer-term pros- 
pects favorable. 











(Continued on page 648) 
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(Continued from page 647) 


Position of Leading Petroleum Stocks (Cont.) 





1942-45 
Avge. 
Net 


In Dollars Per C 


1946 


Sha 





Net for 6 


Fiscal Mos. Ended 


Yr. Net 


6/30/47 


Current 
12 Mos. 


re 


Price- 


1946-47 Recent Earnings 
Div. Price Range Price 


Ratio 


Divi- 
dend 


Yield Rating 


Invest- 


ment 


COMMENTS 





Pantepec Oil of Venezuela. 


$.38 


$.71 


$.56 


$.64 


13%4- BY, 


$9 


127% 


To 


Cl 


Indicated increasing demand for Vene- 
zuela oil favorable for this crude oil 
producer. Most of the company’s vast 
concessions still unexplored. 





Phillips Petroleum... 
xX 


3.66 


4.60 


3.14 


2.25 


7374-49 


él 


13.2 


3.7 





Plymouth Oil... 


1.89 


2.01 


1.50 


1.00(x) 2934-19 


24 


12.0 


4.2 


One of the most progressive and com- 
plete low-cost units in the domestic in- 
dustry. Proven oi! reserves large. In- 
creased dividend rate likely to be 
maintained. 
Primarily a crude producer, oil re- 
serves are substantial in relation to 
company’s size. Dividends may be in- 
creased. 








Se eae 


2.66 


3.74 


1.25 


287/4-193/4, 


26 


6.9 


4.8 


Has considerably strengthened its inte- 
gration in recent years through crude 
oil property development. Despite long 
strike, earnings should be higher this 
year, dividend payments may be in- 
creased. 








Quaker State Oil Refg.___ 


1.31 


2.58 


1.45 


255%4-19'/2 


22 


8.5 


6.6 


Processor of lubricants and greases from 
Pennsylvania crude, increased earnings 
and dividends likely. 





Richfield Oil. 


90 


1.76 


95 


2034-12% 


9.1 


6.0 


Cr 


One of smaller partly integrated units, 
has sizeable crude oil reserves in Cali- 
fornia. Dividend payments may be in- 
creased further. 





Seaboard Oil of Delaware. 
xX 


1.62 


2.43 


1.00 


391/2-23 


31 


12.8 


3.2 


One of the smaller producers of crude 
oil, natural gasoline and residual dry 
gas, this company is one-third owned 
by Texas Co. Dividend payments may 
be increased. 





Shamrock Oil & Gas 





56 


-92 Myé 


.90 


3242-17 


25 


21.6 


3.6 


C+1 


Panhandle producer, refiner and dis- 
tributor of crude and natural gas and 
derivatives. Incresed dividend payments 
likely to be maintained. 





| Shell Union Oil... 
| X 


1.83 


1.73 


1.75 


433/,-241/, 


31 


12.7 


5.6 





Sinclair Oil. 


1.72 


1.00 


2034-14 


o| 


7.0 


6.2 





American unit of Royal Dutch Shell 
group, is one of leading domestic com- 
panies. Earnings in 1947 probably 
around $3.70 a share, prospects favor- 
able for increased dividend payments. 


B— | Has embarked on a $150 million expan- 


sion program, exclusive of $50 million 
program of partly-owned subsidiary, 
and this may liroit future dividend in- 
creases. 





*  RiiemenameneantS 
X 


10.30 





Socony-Vacuum... 


1.37 


1.87 


90 


86 -54 


79 


7.7 


2.8 


A small but well-rounded unit in all 
branches of the industry. Prospects 
favorable for higher earnings and divi- 
dend payments. 





184-131, 


16 


8.5 


5.6 


BI One of the largest integrated com- 


panies. Earnings for 1947 estimated 
around $2.45 a share. Company usually 
pays 40% of earnings in dividends. 





South Penn Oil. 


2.17 


3.06 


2.10 


39-27 


31 


6.8 


——e producer of Pennsylvania 
crude. Earnings higher this year, and 
company may declare a year-end extra. 





Standard Oil of Calif. 
X 


3.00 


63 -42'/, 


58 


ie 


5.2 


Leader on Pacific Coast, company has 
benefitted from expansion in that area. 
Increased sividend rate likely to be 


is active in 
Middle East. 





Pr T 





Standard Oil of Indiana... 


3.28 


4.43 


2.00 


4994-37 


40 


9.0 


5.0 


Dominant refiner and marketer of petro- 
leum products in Middle West. Likely 
to continue to supplement regular divi- 
dends with extras. 





Standard Oil of N. J... 
Ww 


4.71 


6.50 


3.58 


80 -61% 


76 


4.7 


oon domestic company, a leader in 
world activities. Earnings this year likely 
to exceed $10 a share and another $2 
dividend is probable at year-end. 





Sun Oil 





2.71 


I1% 


78!/2-51 


55 


15.8 


Operates in all divisions of industry. 
Now engaged in a $20 million market- 
ing expansion program. Dividends 
probably will be continued at present 
rate. 





Texas Company... 


6.32 


4.75 


3.00 


687%,-52 





Texas Gulf Producing... 


55 


1.19 


50 





Tide Water Associated Oil 





2.07 


1.63 


1.10 


18 - 9% 


24Ye-17/2 


él 


oj 


9.7 


13.5 


4.9 


3.1 


One of the en integrated units. 
Earnings probably will exceed $8 this 
ee. and year-end extra of at least $1 
ikely. 





C+] Relatively small crude oil and natural 





20 


6.8 


5.5 


gas producer. Earnings this year may 
reach $3 a share. Last half-year divi- 
dend probably larger than 20 cents of 
first half. 





Medium-sized complete oil unit. Earn- 
ings higher this year, but dividend pay- 
ments probably will be held at present 
25 cents quarterly rate. 





LSS ca err ee 


1.64 


1.90 


1.73 


1.00 


29 =-20 


23 


12.1 


4.3 





An important integrated company oper- 
ating on the Pacific Coast. Earnings this 
year estimated at around $3 a share. 
A year-end cash or stock extra dividend 
may be declared. 





(x)—Plus 2% Stock. 





My6—For 6 months ended May 31. 
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P ros oe oer 


IN 
STEEL 


Potentials 





By STANLEY DEVLIN 


Riis have been few times since the turn 
of the century when the steel industry has experi- 
enced a greater measure of prosperity than at pres- 
ent. Indications point to an average of better than 90 
per cent of capacity for 1947, an exceptional achieve- 
ment for peacetime. How long such conditions may 
continue is a moot question. The wide margin above 
normal is reason enough in itself for a possible 
slackening, but most observers are willing to con- 
cede that the long awaited recession is unlikely to 
materialize this year. So far as can be seen now, vir- 
tually all principal manufacturers seem assured of 
the best earnings in many years—and indeed records 
may be hung up by numerous smaller producers. 

Basis for the highly optimistic view for the closing 
months of the year is to be found in these factors: 
(1) An almost insatiable demand for steel sheets, 
pipes and a variety of miscellaneous products, (2) 
virtual capacity operations contributing to low man- 
ufacturing costs and above-average margins, (3) 
negligible resistance to price advances permitting re- 
tention of wide profit spreads, (4) concentration on 
very profitable lines and (5) inventory appreciation 
in the continued rise of the general price level. 

While near term prospects must be described as 
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Steel mills are booming, prices are up, demand exceeds supply, inven- 
tories are appreciating in value—but this cannot last indefinitely 


rosy, there is no denying the evidence of problems 
looming in the more distant future. These need not 
be of concern at the moment, but they should be 
given due consideration in appraising the outlook for 
the industry as well as the securities representing 
it. The principal source of anxiety is the obviously 
high break-even point of operations that would 
threaten profits on any sudden slackening sufficient 
to reduce operating ratios much below 80 per cent 
of capacity. Manufacturing efficiency has improved, 
but it is doubtful if many concerns could show 
profits on production ranging below 60 per cent of 
capacity as might have been done in the middle 
1930’s. 

As pointed out by a writer in the June 21 issue of 
The Magazine of Wall Street, when steel operations 
continue for a protracted period in excess of 90 
per cent of capacity, the groundwork is being laid 
for a business recession. Precedent indicates that 
such a high rate of output eventually must cause 
overproduction, then price-cutting and finally can- 
cellations of orders and shut-downs. That is the his- ' 
tory of previous cycles. Conditions are “different 
this time” in that civilian requirements were shut 
off for several years during the war while the steel 
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industry concentrated on armament production, but 
some time in the not too distant future resistance 
to current price schedules may be encountered at the 
expense of profit margins. For the current year, 
however, the favorable earnings pattern is well es- 
tablished. 

Demand for steel products continues insistent. 
When a large consumer such as General Motors finds 
it necessary to shut down assembly lines for a week 
to accumulate sufficient inventories to keep plants 
running full time, it is apparent that supplies still 
remain tight. Other motor car manufacturers have 
indicated that they would like to enlarge production 
if it were possible to obtain greater quantities of 
essential parts. Inventories of other consumer goods, 
such as washing machines and refrigerators, have 
not become excessive in the hands of distributors 
and dealers for the reason that manufacturers have 
been unable to expand output appreciably beyond 
current retail requirements. 


Steel Shortage Hits Smaller Manufacturers 


Another recent indication of the scramble among 
consumers for available supplies of raw materials 
was the decision of twenty-five manufacturers to 
form a syndicate to purchase the Phoenix Iron 
Company with a monthly capacity of 30,000 tons 
of ingots. It was the only method these concerns 
could devise to assure themselves adequate supplies 
of steel. 

“The mill was purchased,” Arnold H. Maremont, 
head of the syndicate, was quoted as saying, “in the 
conviction that a steel shortage exists and that it 
will be of three or four years’ duration, at least.” 
The action directs attention to the plight of small 
consumers whose requirements are difficult to obtain 
in ordinary channels because major steel producers 
prefer to take care of larger customers. 

To satisfy this strong demand the steel industry 
is endeavoring to maintain production at 90 per 
cent of capacity or better. There seems to be little 
prospect of greatly enlarging output because of the 
tight situation in raw materials—such as steel scrap 
and pig iron. Scrap has been scarce for years and 
has commanded record high prices recently. Some 
users have shown resistance to prices in excess of 
$40 a ton on the ground that such costs make fin- 
ished steel too expensive. Pig iron has been difficult 
to obtain too, partly because some producers have 
had to shut down furnaces to make repairs. On the 
average, however, the industry is moving along at 
a rate comfortably above 93 per cent—which ac- 
counts for reasonable operating costs and exception- 
ally favorable profit margins. This factor of volume 
is the key to high steel mill profits. 

The effect on earnings power of a continuous high 
rate of operations is more readily appreciated in 
contrasting current results with previous high 
marks. In the tabulation below indicated 1947 profits 
(shown as double the amount reported for the are 
six months this year) are 
compared with the best 
earnings in any previous 
year from 1929 through 
1945. The most interest- 
ing fact disclosed is prog- 
ress made by smaller in- 
tegrated companies. The 
comparison: 
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Ind. 1947 Best Year 

Earnings 1929-1924 
Acme Steel $8.40 $3.04 
Allegheny-Ludlum 5.46 3.86 
American Rolling Mill 7.28 4.24 
Bethlehem Steel 19.90 14.04 
Continental Steel 2.56 2.18 
Inland Steel 4.16 3.25 
Interlake Iron 2.26 2.41 
Jones & Laughlin 8.86 13.67 
National Steel 11.74 8.21 
Republic Steel _ 5.60 3.37 
Sharon Steel 10.96 3.69 
Superior Steel 4.70 2.88 
U. S. Pipe & Foundry 5.62 3.76 | 
U. S. Steel 12.86 21.19 | 
Wheeling Steel 17.14 Pia | 
Youngstown Sheet & Tube 16.28 17.28 | 




















These figures indicate more emphatically than 
mere generalizations that 1947 results for many ag- 
gressive steel producers promise to set new records. 
Some may question whether earnings in the second 
half will duplicate those registered in the first six 
months in view of higher costs for coal and the 
boost in wages granted a few months ago. Prices of 
steel were raised some six weeks ago to offset in- 
creased operating costs, however, and on the basis 
of recent studies by individual producers it is be- 
lieved the recent boost averaging about $5 a ton for 
finished steel more than compensated for higher 
labor and materials, suggesting that profits regis- 
tered in the first quarter may be duplicated in the 
fourth quarter. Estimates based on results in the 
first half of the year are expected to compare closely 
with final 1947 tabulations. 


FTC Price-Fixing Charge 


One of the strongest phases of the present situation 
in steel is the negligible resistance to price advances. 
Most economists thought a year ago that deflationary 
forces would be operative by this time and that con- 
sumers would be in position to pick and choose. In 
steel, however, the market still is in seller’s hands. 
The only organized effort to halt the sharp advance in 
prices has come from the Government. The Federal 
Trade Commission recently brought charges of illegal 
price-fixing against leading steel producers. The ac- 
cusation was based on testimony that certain types 
and specifications of steel carried the same price tag 
for delivery at identical destinations no matter where 
produced. In other words a consumer had to pay the 
same price for steel sheets whether purchased from a 
nearby mill or from one several hundred miles distant. 

This pricing policy has its origin in the so-called 
basing-point system which has been under criticism 
for a generation, dating back to the famous “Pitts- 
burgh plus” schedule. This system of determining 
charges is characteristic of steel and other heavy 
industries. Freight costs represent an important part 
of final cost to the con- 
sumer. The steel pro- 
ducer quotes prices of 
products with freight 
charges added from the 
nearest basing point. 
Thus, it is to the advant- 
age of the steel company 

(Please turn to page 671) 
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from large output and price increases | 
suggests further rise in dividend rate. | 


1942-45 1946 Net foré Current Price- _Divi- Invest- 
Avge. Fiscal Mos.Ended 12-Mos. 1946-47 Recent Earnings dend ment 
Net Yr. Net 6/30/47 Div. Price Range Price Ratio > ‘Yield Rating COMMENTS 
| Acme Steel oe peace $1.95 $4.54 $4.20 $4.75 55 -30!, $54 I 9 _— 8% BI Continued tog | demand from motor 
industry assures high rate of operations 
a oe ts and wide margin of profits. 
Allegheny Ludlum Steel... 2.87 5.12 2.3 2.00 61'/-32 35 6.8 5.7 B!| Growing emphasis on stainless lines | 
and wider margins on specialties boost | 
eA oi. oe ee ea ee : ; a a ___ earnings. Higher dividend looms. | 
American Rolling Mill. 2.11 5.35 3.64 2.00 4234-24% 32 6.0 6.2 BI! Expanding market for new products, | 
especially in stainless and alloys, con- | 
X ot A ee ees oe i ss = va a = pee tributing to strong earning | power. | 
Bethlehem Steel... 8.59 11.79 8.45 6.00 11434-76'!/, 86 7.3 7.0 Bi Maintenance of large volume offsets | 
higher costs, with record earnings sug- 
aay eee Oe ee ee ee eee gesting more liberal distributions. 
| Blaw-Knox..... . 1.66 2.49(b) 1.03 1.05 30%-12!/, 15 6.0 7.0 — C+2> oo supply of raw materials favorable 
for sales ains, pointing to good earn- 
fp RSE ee ee ee a ee ee ae ee Po ings and basis for dividend rise. 
Bliss & Laughlin Sr 1.91 1.81 1.25 187-14 15 7.8 8.3 C+ Urgent “demand in motor industry ¢ and | 
{ in household appliances points to con- 
— — earnings. Dividend boost | 
a 2 ree : : ab : _ indicated. 
| Byers, A. Mo... 2.95 def.88 2.49 25 35!/4-13% 18 7.2'a) 1.4 C+ Scarcity of competitive materials favors 
| demand for wrought iron, prolonging | 
po period for marginal Pro- | 
| . ee ee = ae tao es __Gucers. _ — 
| Carpenter Steel 3.75 4.53 5.52 Mr9 3.00 61!4-39 43 7.8(a) 7.0 BI Large volume and above-average mar- | 
gins contribute to high earnings, which 
xX indicate more liberal dividend pay-| 
ments. } 
Colorado Fuel & Iron 1.68 def.60 2.87 Mr9 95 23%4-10/4 15  5.2(a) 6.3 B—I Sharp recovery in earnings resulting | 














| Continental Steel ses. ae 95 235-14, 15 8.0 6.3 C+I Strong demand for wire specialties and | 

wider margins account for earnings | 

gains. More liberal dividend rate jus- | 
Saeaes a nee ee eae ee ee tified. 

| Crucible Steel. 6.81 def2.37 1.08 Nil 5434-22! 26 24.0(a) B—J| Reduced demand for ordnance products 


and inability to make more headway in 
consumer goods lines hurt outlook. 


| Eastern Stainless Steel 1.26 4.08 def.19 Mr3 as wu 20 49 123 C3 Rising labor and materials costs hurt | 


non-integrated fabricators. Keener com- | 
| : sles 7 ae a, thane es... |, Ae ee petition likely later. j 
Follansbee Steel i 4.56 4.10 1.25 2738-1 1'/, 26 5.7 4.8 Cl Drastic reorganization and large vol- | 


ume account for earnings boom, but | 





__margins may be squeezed later. | 








‘Inland Steel ee ae 3.18 = 2.08 2.10 4454-33 _— 11.0 6.0 BI Enlarged facilities will | aid this large | 
| steel maker to top 1946 earning sub- 
| Ww a a ee hain el ates stantially and pay a year-e -end extra. 
| Interlak | 33 99 1.12 1.20 2014. 9! 13 bt 9. Strong demand for pig iron favorable | 
| ae ee 3 0" ta 6(a) 2 C+I for independent producer, but will be | 

’ first to feel slackening in mills. | 


| Jones & Laughlin Steel 3.69 3.79 4.43 2.00 53%-273% 32 7.2'a) 6.2 Bl Sellers market points to continued large | 


earnings, but more vulnerable to com- 
| petition than some others. 
} 





| Keystone Steel & Wire 1.94 2.78 7.74Je 3.05 55 -32% 45 58 «68 BI Demand in ¢ rs goods lines suf- 


ficiently strong to permit wide margins | 











- despite rising cost factors. 








= Steel ou. 5.16 9.17 5.87 3.75 (101'4-74%, = 82—s—«i.S«4.6 SC Strateaically located plant facilities and 
favorable auto prospects strengthen 
F WwW — ee ee ee ee a ae = a Sas competitive position. ‘ 
| Republic Steel. 1.81 2.53 2.80 1.75 4074-22!/, 27 9.6(a) 6.5 BI Improved efficiency and greater em- 
phasis on wide margin products help 
xX 1 oc VE, ee Lee [a oa See ae a eee 41> _ explain better earnings showing. 
Sharon Steel Poin AO 4.39 5.48 1.70 4034-23, 35 6.4(a) 4.9 C+1 Large volume and steady production, 


with good margin on consumer qoods 
ieee Soe _ _ —- ee ee lines, account for sharp earnings rise. 
Sloss-Sheffield Steel th) 54 1.58 80 27!/-14 18 11.4(a) 44 CHI Favorable outlook for iron foundries in 
South indicates prolonged period of 
above-average operations. 


Superior Steel... 1.80 3.50 2.35 1.00 244-13 17 4.8 59 C-+1 High costs hurt margins despite large 


sales. preventing full realization of 
earnings potentialities. 


ThomasSteel .—sSOsd'SI (aw 289 ))O2.97)St—(“(i«é«i2HH-16———«i22Sstsé«i2«€4 (a) 9.6 = CD Emphasis on wide margin specialties 


boosts earnings and promises continua- 
tion of liberal dividend rate. 



































U.S. Pipe & Foundry 2.24 1.20 2.96 1.60 6014-35 43 145 a) 3.7. BI Large deferred demand for water pipe 
assures high rate of output and raises 
ae ee ee ee oS ts oe eae ____hope of larger dividend. 
Y-b1 5 P d t high f 
U.S. Steel 4.36 7.29 6.43 4.00 973%-615% 70 9.6 5.7 BI py S0 Gat _ ee —ee 
x a pe =) 5 = ; a ___dividend prospects. | 
Wheeling oe 4.33 6.25 8.57 2.00 62!/-31 42 4.9(a) 4.7 BI Large sales and above- -average profit 
margins swell earnings, indicating more 

xX a. See he EA> Sere s ; tam ie wah, Sl : ___ liberal dividend soon. 
Woodward Iron. =—-2.48 4.50 5.37 3.50 60 -34 58 10.8(a) 6.0 BI Rising costs present hazard to be faced 
later. but demand for iron continues to 
- eS. SS Le RET 
Youngstown Sheet &Tube.. 4.59 8.51 6.94 4.25 8374-533, 68 8.0 6.3 BI Efficiencies of high operations and 
stronger financial position raise hope of 

xX increase in dividend. 





(a)—Based on 1947 Interim ree since it sonal the 1946 6 fiscal year net. 
(b)—Before Special Credits, net was 76c. Mr3—For 3 months ended March 31. 
Je—For fiscal year ended June 30, 1947. Mr9—For 9 months ended March 31. 
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Drug and chemical companies occupy a 

sound position in relation to the economy 

as a whole. Earning power of the heavy 

chemical producers especially is likely to 
stand up strongly 


Outhok for Chemical 





Bo 


... Under Keener Competition 





By J. C. CLIFFORD 


pam | he chemical industry makes its most marked 
progress during war. The more highly developed 
the technology of war, the more certain it is that 
the demands made upon chemical producers will in- 
crease. New plants are erected, production is intensi- 
fied, new chemical products make their bow. Any 
period of wartime expansion causes fears that plant 
redundancy is widespread, that intense competition 
is imminent, and that price relationship between 
chemicals and commodities in general may be sub- 
jected to serious stresses. 

Such fears persist. It would be remarkable if in- 
vestors were not today questioning the final dispo- 
sition of much government owned, surplus chemical 
capacity. What is overlooked is that the greatest 
wartime expansion occurs in those segments directly 
productive of explosives, where the smallest amount 
of private capital is invested. Economically, much 
wartime plant can exercise no depressing effect upon 
chemical prices or threaten the competitive position 
of private producers. 

Of 94 chemical plants owned by our Government 
totalling in value $3,400,000,000 — $2,900,000,000 
was in the non-commercial category of ammunition, 
assembling and explosives where there was before 
the war and is today, little private investment. In 
other plants at present commercially unfeasible, 
such as alcohol-derived synthetic rubber $1,370,000,- 
000 of government money was invested. A great 


652 


deal of this government plant is located in areas 


chosen for military, not commercial considerations. 
These have little relevance to the economic scene. 
Of the remainder, many are being acquired by pri- 
vate companies and their functions transformed to 
purely commercial ones. 

War has left the chemical industry with physical 
facilities into which to grow. To the investor, the 
operative question is to what rate and in which 
directions the industry is likely to expand. 


Destroying Current Illusions 


Perhaps the most important current illusion is 
that regarding synthetic ammonia. The popular 
theory runs that the prodigious sales of nitrogenous 
fertilizer which America is now experiencing arise 
from the expansion of plant capacity brought about 
by the war. 

Nothing coud be further from the truth. Prior 
to the war, when anhydrous ammonia capacity 
throughout the world was infinitely smaller than it 
is today, production was seldom more than 45-50 
percent of capacity. The cause of the record fer- 
tilizer sales now occurring lies not in expanded 
nitrogen facilities but in the extremely favorable 
prices being paid to farmers for their produce. 
Profitable farm products justify the enlarged use 
of expensive fertilizers. But should farm prices fall, 
or should the excess acreage which plagued world 
farming before the war recur during the next few 
years, fertilizer sales would be likely to dwindle as 
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COMMENTS | 


“Outstanding producer of oxygen and| 
acetylene gases. Finances strong al- 
though liquid assets declining some- 
what. Earnings stable. Dividends secure. 
Blue chip of blue chips—and deservedly. 
Leader in coal tar chemistry. Earnings | 
high and rising. Dividends liberal. 
Fertilizer producer largely for sale out- 
side cotton states. High earnings from 
high current prices. Dividends secure ml 
farm income stays high. 

Highly diversified. Reduced dependence! 
on fertilizers. Stable earnings, normally | 
highly capitalized. Now earning at bet- | 
ter than $3 rate. Dividend secure. 

Highly diversified but heavy depend. | 
ence on explosives, thus on mining ac-| 
tivity. Indicated 1947 earnings, $7. | 
Dividend indicated at $2. 

A leading carbon black producer. May | 
suffer price cuts if tires continue down. | 
Interim earnings modestly higher. Divi.| 
dend looks safe. 
Produces acetone, alcohol, methanol, | 
whiskey, etc. Finances unusually strong. | 
Dividend policy conservative in view of | 
exceptional high current earning power. 
Diversified producer of fertilizers and) 
industrial chemicals. Pre-war history 
none too satisfactory, but earnings now 
at record high. Dividends seem safe 
during farm boom. 

Stable growth assures dividends, prob-| 
ably $4.50 for 1947. Current high earn- 
ings should expand over long term. | 
Exceptional growth and splendid fi- 
nances. Dividend well assured. Impor- | 
tant new products include new insecti- 
cide less hurtful to humans than DDT. 
Fertilizers, sulphuric acid. Increased 
prices $2 per ton on June I7th. Thus) 
higher earnings in view. Temporarily 
relinquished export field to Texas Gulf. | 
Strong growth through diversification. | 
Current earnings and finances ample to| 
make dividends seem soundly secured. 
Phosphatic Fertilizers both mixed and} 
complete. Earnings about 1946 rate with 
little reason for dividend change. | 
Producer of coal tar products and | 
builder of facilities. Currently display- | 
ing remarkable earnings leverage. Sales 
trending sharply upward making divi- | 
dends seem safe. 
Diversified producer now expanding its | 
ammonia capacity. 37/2 cents June} 
dividend raised from previous 25 cents. 
Indicated $3.50 earnings for 1947. 
Despite grave injury from Texas City | 
explosion (property and earnings cov- | 
ered by insurance), earnings still on up- | 
jrade and dividend outlook satisfactory. | 
Producer of fine organic chemicals, | 
vitamins, penicillin, etc. Earnings below | 
a year ago but dividend will probably | 
not change. 

Produces fertilizers, sulphuric acid, 
mines copper. Interim earnings double 
those of year ago. Dividends secure. 
25 cent extra so far this year. 
Exceptional finances, fine Ceapeeieiiel 
management. Interim earnings up| 
over 1946. Dividend well secured. 

Has acquired two surplus butadient | 
and styrene plants to convert to other; 
uses. Earnings up and dividends sound. | 
Number two carbon black producer. | 
Earnings moderately higher than a year 
ago, but probably nearing peak. Divi- 
dend rate unlikely to change. | 
Holding company of subsidiaries which 
produce dyewood and tanning extracts, | 
aniline dyes and other chemicals. Earn- 
ings record erratic—no common divi- 
dend since 1935. 

Diversified producer with emphasis on 
ethyl alcohol. Has announced 10 per 
cent price reduction of industrial alco- 
hol, effective August |. Dividend seems 
secured by currently earning power. 
Phosphoric acid producer with less lev- 
erage than chemical companies outside 
this field. Interim earnings modestly 
higher than a year ago. Indicated divi- 
dend $1.60. 

Fertilizers and insecticides including 
‘“*Blackleaf 40."" Arrears on preferred 
total $83.50 per share. Currently paying 
six dollars on arrears. 

Leading producer of chlorine and caus- 
tic soda showing marked earnings up- 
trend. Indicated unchanged dividend 
on new stock. 











Je3—For 3 months ended June 30. 
Jeb6—For 6 months ended June 30. 


Financial Survey of Leading Chemical Producers 
In Dollars Per Common Share 
1942-45 1946 1947 Current Price- _—Divi- Invest- 
Avge. Fiscal Interim 12 Mos. 1946-47 Recent Earnings dend ment 

piserarart eh S -! Net _Yr. Net Net Div. Price Range Price Ratio Yield Rating 
oe . $2.49 $1.66 $1.07 Je6 $1.00 5934-29 $30 18.1 3 3%, Al 
— Chemical & Dye... 8.63 12.06 8.00 212!/-154 188 15.6 4.2 Al 
American Agri. Chem. 2.94 4.80 6.84 Je 3.75 53!/-34!, 48 7.0 7.8 BI 
American Cyanamid 2.06 2.90 1.58 Jeb 1.50 5334-40 47 16.1 oe A2 

X 
Atlas Powder... a at 312 3.42 Jeb 2.00 9734-5334 68 ia 629 BI 
Columbian Carbon 1.98 3.29 2.00 Jeb 1.90 48 -30% 38 11.5 5.0 Al 

Ww 
Commercial Solvents 1.00. 2.17 1.57Je6 1.37/y 3244-19 % 120 #53 Oo 
Davison Chemical 284 236 358i le 1.00 31-16% 21 460 48 CHI 
Dow Chemical 1.62 1.10 2.31 My 87'/2 48 -35% 38 16.5 aa Al 
DuPont Chemical 589 9.44 5.13Je6 8.25 227-161 1909 202 4.3 Atl 

xX 
Freeport Sulphur 3.39 4.69 1.76 Jeb 2.50 61 -36!l/ 40 8.3 6.2 B3 
Hercules Powder 1.79 3.03 2.69 Jeb 1.80 72!/4-46!/, 54 17.8 a Al 
Intl. Minerals & Chemicals... 3.05 3.92 3.08 Mr9 1.30 45 -22!/, 27 6.9 4.8 Cl 
Koppers Co. 3.31 2.79 2.73 Jeb 1.60 46 -25 34 12.2 4.7 BI 

X 
Mathieson Alkali Works 1.30 2.25 1.72 Jeb 1.50 3836-24!/, 32 14.2 4.7 BI 
Monsanto Chemical 1.22 237 2.23 Jeb 2.00 64 -43!/, 58 24.4 3.4 BI 

X 
Pfizer, Charles... 1.21 PAY 2.72 Jeb 3.25 80 -35l4 43 6.0 7.6 B3 
Tennessee Corp. 1.44 1.89 2.09 Jeb 1.50 255-1344, 19 Ti* 79 C+1 
~— Gulf Sulphur 2.37 3.97 2.76 Jeb 3.75 6034-46!, 55 13.8 6.8 BI 
en Carbide & Carbon... 3.69 6.10 3.85 Jeb 3.75 125-88 106 17.4 35 Al 
United Carbon 2.61 3.79 1.96 Jeb 2.122 4534-28! 31 8.2 6.8 A2 

WwW 
United Dyewood..._. def.66 —*1.02 Nil 16%- 644, 8 7.8 Cl 
U.S. Industrial Chemical... 3.92 7.19 1.77 Je3 3.50 62 -37I/, 44 6.1 7.9 BI 
Victor Chemical . 1.45 2.65 1.47 Jeb 1.70 53 -35!, 48 18.1 3.5 BI 
Virginia-Carolina Chem......def.52 87 4.90 Je Nil 12%- 5l/ 7 1.4 Cl 
Westvaco Chlorine... 1.46 1.41 2.05 Jeb 1.162/, 36 -18!/ 33 16.1% 35 BI 

*—Price-Earnings Ratio based on 1947 Interim Net since it exceeds the 1946 Fiscal Year Net. 
My—For Fiscal Year ended May 31, 1947. Mr9—For 9 months ended March 31. 
Je—For Fiscal Year ended June 30, 1947. 
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rapidly as they did when depression struck world 
agriculture in the ’20s. Fertilizer companies, there- 
fore, can be regarded as wise and profitable invest- 
ments only if the outlook for agriculture is un- 
clouded. If clouds are obscuring horizons, a sharp 
downward movement in fertilizer sales and prices 
can be expected to bring about again the unhappy 
earnings record which once characterized such pro- 
ducers as Virginia-Carolina Chemical Co. 

Already there are some signs that the peak de- 
mand for fertilizer is past. This despite the fact 
that current earnings of fertilizer companies are 
at record levels and that total fertilizer sales for 
the fiscal year ending June 30, 1948, are officially 
predicted at an all time high. Government fore- 
casters predict that America’s output of fertilizer 
in the 1947-48 period will approximate 16,000,000 
tons, an increase of 8 percent over the past year. 
It is claimed that production will rise by 9 percent 
for nitrogen, 10 percent for phosphates and 3 per- 
cent for potash. 


Two Important Developments 


Unfortunately, these predictions have failed to 
take account of two profoundly important recent 
developments. One is the decision to revive German 
industry. The other is the virtual vanishing of dol- 
lars among European and South American pur- 
chasers. The first, revival of German industry, can- 
not be divorced from resuscitation of Germany’s 
chemical industry which, fundamentally, is geared 
to production of synthetic fertilizers for German 
agriculture and the world market. Germany is likely 
to trade fertilizer for food, thus easing her own 
demands for dollar aid from this country but re- 
establishing vigorous competition for American ni- 
trates and potash in the world market. It should 
be remembered that the world price for nitrates 
was kept artificially high before the war by inter- 
national cartelization — and that such cartels are 
not likely to meet with favor from the U.S. State 
Department. Competition, therefore, may prove keen 
and world prices distressingly low. 

The second factor, that of the world shortage of 
dollars, has already made itself felt. Britain has 
decided, perforce, to cease food purchases in this 
country and to cancel almost all orders for American 
farm produce not already scheduled for shipment. 
Should this tendency spread throughout Europe, as 
seems more than probable at this moment, conse- 
quent inroads into the market for farm produce may 
prove large enough to eat seriously into previously 
expected fertilizer sales. 

Meanwhile, it is notable that potash deliveries 
in the U.S. during the first four months of this year 
exceeded those of any previous quarter, that con- 
centrated super-phosphate output in April was at a 
record high, but that output of normal super- 
phosphates has been running 5 percent below the 
March figure. It is usual for fertilizer tax tags to 
show, by spring, a marked decrease from the sea- 
sonal January-to-March peak. That normal pattern 
was repeated this year. Nonetheless, May sales set 
a record for the month, and, at 640,00 tons, were 24 
percent above May, 1946, and more than 200 per- 
cent of those of the average May sales of 1936-1941. 
For the four-nfonth period ending May however, 
distinct laggings were noticed, especially in Febru- 
ary and March. Even in the absence of reduction of 
foreign demand, supply and demand would now 
seem to be reasonably in balance, with supply al- 
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ready threatening to overtake, but not yet to 
threaten the rich profits of the fertilizer producers. 

The problems of the fertilizer industry may lie 
well in the future. Those for other branches of the 
cliemical industry are more immediate. For example, 
weakness has already developed in the demand for 
wax and in the price of wax products, while in the 
botanical drug markets a study of 60 botanicals 
showed only three to have advanced in price during 
May. April imports of botanicals, in fact, were 45 
pércent below those of a year ago. Imports of essen- 
tial oils for the first four months of this year were 
down 11 percent from 1946 with prices curving 
downward in March and April, vigorously so in 
March. Mucilaginous gum receipts were 20 percent 
below those of a year ago and balsam imports down 
31 percent in the same period. 

Economists of the chemical industry believe that 
exports of drugs and pharmaceuticals from this 
country will range from $180,000,000 to $200,000,- 
000 this year as compared with a mere $18,000,000 
ten years ago. Their estimates are probably sound. 
They are nonetheless seriously distorted by the 
abrupt and striking increase which has occurred in 
the price of drug and pharmaceutical materials. By 
April, 1947, this price advance, which has the most 
important implications for investors, amounted to 
62.3 percent from October, 1946, the last full month 
before price de-control. This increase was more than 
six times as great as that for all commodities during 
the same period. It is true that in August, 1945, the 
average prices for drugs and pharmaceutical mate- 
rials were slightly below those of December, 1941, 
when America went to war. Nevertheless, by late 
Spring of this year, prices of drugs and pharma- 
ceutical materials were 134.8 percent higher than in 
August, 1939, far outstripping the price advance 
for commodities in general which were up 96.9%. 

In sharp contrast has been the price history of 
chemical and allied products other than drugs and 
pharmaceuticals. These, by late Spring, 1947, were 
less than 80 percent above those of August, 1939. 
In brief, drugs and pharmaceuticals had far out- 
stripped commodities in general in the price race 
and had risen almost twice as quickly as the broader 
category of chemicals and allied products. 

Placing these facts in relation to the expected 
course of the economy as a whole, one is driven to 
the conclusion that the earnings power of the heavy 
chemical producers is likely to stand up better in 
immediately future years than that of suppliers of 
drugs and pharmaceutical materials. At least, they 
would seem to be more immune to a crumbling in 
their price structure. Indeed, the export market for 
drugs already is attracting quite vigorous competi- 
tion from British and Swiss exporters. 

This is not to suggest that the drug and pharma- 
ceutical companies do not possess a sound relation- 
ship to the economy as a whole. They do as is 
evidenced by the simple fact that the drug store 
itself is the longest lived of all retail outlets, its 
average life span being nineteen years compared 
with a twelve year average for other types of retail 
establishments. Moreover, new products such as 
penicillin, streptomycin and vitamins constantly add 
to the gross sales of drug producers. Even so recent 
an innovation as the vitamin capsule reached con- 
sumer sales of $187,719,000 in 1946. Penicillin, even 
more recently introduced reached a first quarter out- 
put this year of 7,780 billion units. 

(Please turn to page 674) 
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sound units in the industry 
offer opportunities for above 
average good income and 
that appreciation potentials 
are substantial. 

During the first half of 
1947, the distilling and brew- 
ing industry passed rapidly 
from a sellers’ to a buyers’ 
market. Indeed, this process 
really got under way as long 
ago as last October. Best 
proof of this perhaps are the 
statistics of the United 
States Internal Revenue De- 
partment, that collected no 
less than $2.7 billion in taxes 
last year from this source, 
and consequently keeps an 
anxious eye on month to 
month receipts. During Oc- 
tober, 1946, Treasury reve- 
nues were swelled by $251.3 
millions from alcoholic liquor 
taxes but by April of the cur- 
rent year the monthly total 
had shrunken by about $80 
million, with the downtrend 
expressive in all of the seven 
months under discussion, 
with one minor exception. In 
May, too, it is said that tax 
revenues continued to de- 
cline, amounting to figures 
approximately 30% below 
the similar period for 1946. 
Looking ahead to the second 
half, however, there are 
grounds for belief that some 
improvement will have set 
in, as the national income 
shows no sign of dipping yet, 
and seasonal factors. will 





By GEORGE W. MATHIS 


, to the Department of Commerce, 
domestic consumers of whiskey, wines and beers 
spent a record total of $8.7 billion for their favored 
beverages in the single year 1946. This came within 
$80 million of beating all prior records by a round 
$1 billion. Needless to say, the distillers and brewers 
enjoyed a bonanza last year that may not be equalled 
for decades to come. Despite the continued rise in 
national income in the current year, there certainly 
will be no repetition in 1947, for sales since the first 
of the year have declined thus far by some 20% to 
30%, and the impact of competition is becoming 
severe. Even so, the industry seems likely to enjoy 
a volume comparable to the astronomical interest 
charges on the national debt. Hence while profits 
from relatively smaller sales may shrink 
from last year’s fantastic heights, they 
should prove quite satisfactory, to judge 
from normal standards. As current divi- 
dends generally have been held on a con- 
servative basis in relation to reported net 
earnings, it may also be that at current 
deflated price levels shares of some of the 
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come into play. A reasonable 
expectancy for the industry’s 
overall volume for 1947 is 
around 20% lower than last 
year. 

In view of the fact that the average person above 
the age of 18 spent $89 on alcoholic beverages dur- 
ing last year, it is hardly surprising that under 
current conditions personal budgets simply cannot 
stand such a generous allotment for these*luxuries. 
The rise in the cost of living, the notable expansion 
in new families and new births, and psychological re- 
sistance to the fancy prices demanded for liquors 
last year have combined to restrict expenditures for 
them. Then, too, the advent in the markets of many 
new goods formerly unavailable to consumers tended 
to absorb a large supply of spare dollars. Finally, 
the excitement of returning veterans and their 
friends, expressed in widespread entertaining, began 
to wear off. At the current stage of 1947, 
accordingly, the liquor consuming public is 
buying on a more normal and natural level. 
If it steadies at this point, or near to it, 
the reports of the liquor industry from 
now on should exhibit corresponingly bet- 
ter stability than in late month and 
intervals. 








a 


Liquor Retailers Overloaded 


Before appraising the near term outlook for the 
producers of distilled liquors, it is necessary to vis- 
ualize the effect upon their distributive channels of 
consumer price resistance and smaller sales. Under 
the lure of a rather simple way of earning a good 
living, numerous returning veterans rushed ahead 
into the packaged liquor field, with the result than 
during 1946 some 15% more outlets than before 
were established throughout the country. As long as 
Federal restrictions upon production of liquors con- 
tinued, distillers and wholesalers alike held the whip 
hand upon filling the shelves. The continued scarcity 
of goods and the insistent demand from the public for 
liquors of almost any brand, blended or bonded, made 
it easy for the producers, for their sales could be 
adroitly allocated. Later, when OPA went out of the 
picture, and the traffic was allowed to enjoy better 
pricing, the scramble to stock well up became in- 
tense, at both the wholesale and retail levels. As 
supplies became more ample last year, the retailers 
enthusiastically loaded up more and more, often 
agreeing to tie in purchases of rum, wines or slow 
moving items in order to secure their favorites. As 
a result of the more recent slump in sales and grow- 
ing hesitancy and selectivity by clients, many of 
these retailers of bottled goods, plus the bars, found 
themselves heavily overloaded or unbalanced with 
stocks, in many instances starting to cut prices in 
the struggle to relieve themselves. Hence the situa- 
tion during late months has been rather chaotic, all 
along the retail line. As of September 1, however, 
Fair Trade Practice laws in New York State, a con- 


sumer of about 8% of all liquor consumed in the 
United States, will forbid all price cutting of branded 
goods, unless originated by the producers. This move 
may tend to stabilize matters considerably, and per- 
haps stave off one of the disastrous price wars for 
which the industry has been noted in more than one 
year in the past. 

At any rate, by the process of cutting prices on 
rums, imported brandies, wines and cordials, along 
with those on a few blends, many of the retailers are 
in a more comfortable position as regards stocks and 
finances than they were a few months ago. From 
now on, their purchases will be more carefully ad- 
justed to day to day consumption. While this should 
definitely mark the end of overconfident buying, and 
give the retailers elbow room to dicker for lower 
prices or to try out any more moderately priced 
items that are likely to appear on the market, at the 
same time it improves the credit risks assumed by 
the producers. Aside from the retail stores and bars, 
the States that monopolize liquor sales also have 
been experiencing serious inventory troubles, due 
to the slackening of sales. According to reports, Ohio 
furnishes a good example of imbalanced and over 
heavy inventories. Against normal requirements for 
a carry of liquors valued at $17 million, Ohio is said 
to have had a supply of around $41 million on hand 
or on order at the beginning of the year. Hence it 
has lately retreated entirely from the market, and 
intends to stay out until either a large volume of 
sales is achieved or some reluctant producers have 
been willing to repurchase a sizable quantity of their 
goods. To satisfy these monopolist customers among 
the States may prove quite (Please turn to page 670) 
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American Distilling 


$3.96 $11.70(b) $4.27Je9 $3.50 75 
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Austin Nichols... 
Brown-Forman. 2.004 9.48 St«B 
Distillers-Seagrams ar 123 2.72 5.50J1E le 





National Distillers 7 1.41 5.01 2.41 Jeb es 





——_——_——— In Dollars Per C Share 
1942-45 1946 1947 Current Price- Divi- Invest- 
Avge. Fiscal Interim 12 Mos. 1946-47 Recent Earnings dend ment 
Net Yr. Net Net Div. Price Range Price Ratio Yield Rating COMMENTS 


Nil 25%- 5%, - 7 _ 4.3 


80  34V/4-15/4 2! 22 3.8 C+I Strong financial status and established 





30 - “11, 15 2.7 4.0 BI Uptrend in net partly due to large sales 


2.00 3234-1754 ‘ 20 4.0 10.0 ; BI Ample reserves against inventory and 
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| 

| 

| 

| 

eee yee ae A 2, 

2: 5° Sales and earnings down somewhat but 

sfliie 5% C+3 declaration of extra dividend in April 
reveals confidence of management. 


C+3 Sales expanded in year ended April 30, 
1947, but profits reduced by rising ex- 
penses and markdowns. No dividend 
likely in near term. 


-25!/, $28 





repute favors outlook. Directors await- 
ing permission from Washington to 
raise dividend. | 





of Scotch. Expansion in working capital 
helpful in carrying inventories. Divi- 
__dend secure. 





other items improve chances for in- 
come stability. Recently increased divi- 
dend not likely to change. 

B3 Downtrend in sales indicated. Substan- 
tial loans incurred to carry inventories. 
But dividend probably stable. 





37%, 32 2 79 








-1534 23 Ty ger B3 Expansion in facilities and acquisitions 
provide large capacity, but heavy pro- 

motional expenses and working capital 

needs reduce dividend potentials. 





Park & Tilford . 488 17.76 447Je6 3.00. 82 
Publicker Industries... 2.01 a) 11.09 Al Jeb 5% Stock 67 
Schenley Distillers... 3.59 «(13.58 7.62 My9 2.00100 


Despite probable decline in volume, 
1947 net earnings likely to cover divi- 
dend by large margin. But large bor- 
rowings and reserve requirements 
should preclude any increase in rate. 


-23'/2 29 aS Na A 


w 








Walker(H.),G'derh'm & Worts 2.69 5.29 5.37 My9 1.20 


293%-17!/ 20 37° 60 B| Near term drop in volume possible but 


good trade position should support 
sales at satisfactory rate. Conservative 
dividend seems well protected. 





JiI—For fiscal year ended July 31, 1947. 
My9—For 9 months ended May 31. 
Je6é—For 6 months ended June 30. 
(a) —1943-5 Average. 


E—Estimated. 
Je9—For 9 months ended June 30. 
(b)—Excludes extraordinary income equal to $6.62 per share. 
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Machine tool makers are rapidly filling their backlog of orders and shipments are now in a downtrend 


By HENRY L. BLACKBURN 


&Y n discussing the outlook for the producers 
of mechanical equipment, it must be realized that 
the picture is highly complex, because more than 
1500 concerns, few overly large by modern stand- 
ards, are engaged in this form of enterprise. What 
is more important, their undertakings fall into so 
many different classifications, that generalizations 
do not carry very much significance. Indeed, poten- 
tials for some of the specialized groups under cur- 
rent conditions vary radically from those in other 
divisions, and, as always occurs, there are leaders 
and laggards among all of the individual concerns. 
Hence to be at all constructive for the investor, our 
appraisal of prospects must be confined to a rather 
brief study of the more important branches of the 
industry, one by one, directing the attention of our 
readers to the appended statistical table for analy- 
sis of the current position of special concerns in 
which he may be interested. 


Makers of machine tools appear to be catching up 
with their backlog orders rather too rapidly for 
comfort. The National Machine Tool Builders’ Asso- 
ciation, in reporting July sales of its members, says 
that shipments for the month totaled $18.7 million, 
against $24.4 million in June and around $28 million 
in March. Fact is that ever since last October, the 


developed a distinct downward trend. As the total 
backlog of unfilled orders for the tool makers is 
estimated at $121.8 million, it can be seen that even 
at the reduced rate of deliveries, only about five or 
six months business remains on the books in theory, 
although new orders to come of course will alter 
the situation to some extent. Quite definitely, 
though, the outgo of finished tools from the factory 
floors of late has been at a more rapid pace than 
the influx of orders from customers. 


Surplus Government Tools Being Sold 

Ever since VJ-Day, the surplus tools owned by 
the Government, and distributed by the War Assets 
Administration at a fraction of their original cost, 
have been a favorite source of concern for students 
of the industry. But despite estimates that tools 
with an original value of more than $500 million 
might be dumped upon the market by Washington, 
substantiated by the almost daily advertisements in 
the papers; some optimists pointed to obsolescence 
and wear as factors certain to substantially reduce 
competition with manufacturers. Just how seriously 
Government sales have affected volume of the tool 
producers will not be known until the final figures 
have been released by WAA. During the entire 
first half of 1946; though, this Agency redoubled its 


zig-zag curve representing monthly shipments las efforts to move its stocks, and at least one concern 
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Financial Survey of Machinery Manufacturers 





In Dollars Per Common Share 











1942-45 1946 1947 Current Price- _Divi- Invest- 
Avge. _ Fiscal Interim 12 Mos. 1946-47 Recent Earnings dend ment 
Net Yr. Net Net  _—ODDv Price Range Price Ratio _Yield Rating 


American Mach. & Fdry.... $1.05 $1.03 $ .65Je6 $ .80 454-18 $25 24.2 3.2% C+2 Dominant maker of machines for to- 


COMMENTS 





bacco and baking industries. 1947 sales 
should establish peak records. Dividend | 
secure. 








Babcock & Wilcox... 4.89 2.94 4.68 Jeo” 2.50 63 -36 49 10.5(a) 5.1 
x 


cr 


Ranks high among producers of boilers | 
and equipment. Good backlog and cost | 
controls favor dividend status. 








Bliss, E. W.. ~ om 3.40 4.40Je6 1.00 334-1844 29 6.6(a) 3.4 
Xx 


Cri 


Largest producer of mechanical presses. | 
Current earnings in marked uptrend. | 
More liberal dividends possible. 








Bucyrus Erie... 1.20 2.08 1.70Je6 1.15 253%4-13/, 18 8.6 6.4 
x 





Buffalo Forge... 3.06 3.56 4.66 Myé 2.55 451/4-25/, 34 7.3 a) 7.5 
X 


Cri 


Cat 





Bullard 3.41 1.14 def.32Je6 Nil 464-14, 17 14.9 


Caterpillar Tractor as 3.25 2.26 JI7 3.00 B1'/,-49/, 56 17.2 5.4 











B3 


Chicago PneumaticTool. 4.00 5.01 2.29 M3 2.00 3734-17 28 56 067.1 CHI 


Cooper-Bessemer........ 2.61 def.54 3.30Je6. 25 30%-12/. 19 5.7(a) 13 CHI 
X 


Leading maker of excavating equip- 
ment, with bright prospects for well 
sustained prosperity. Dividend earned | 
by ample margin. } 
Diversified production tending to ex-| 
pand sales. Dividend presently earned | 
several times over. 

Specializes in machine tools for auto- | 
motive industry. Lower sales and oper- 
ating handicaps caused recent deficits. 
No near dividend probable. | 
Largest producer of track-type tractors 
and important in diesel engine field. | 
Uptrend in sales and net likely to con- 
tinue. Dividend entirely safe. 

Pneumatic machinery and equipment a 
specialty. Large backlog likely to re-| 
main stable for some time. Net earnings 
amply cover dividend. 

Makes gas, oil and diesel engines. | 
Strong demand for company’s products 
brightens outlook. 25c div. just paid first 
for some time. | 








Evans Products... ...—Ss-.2.07 3.29 3.27Je6—.75 33%4-15, 21 64 3.6 
X 


Cri 





Ex-Cell-O ins 3.03 2.56 My 2.60 634-326 44 145 5.9 





Fairbanks, M@rse & Co... 4.55 5.14 4.34Jeb 2.50 88 -44 50 9.7 5.0 


B—I 





Food Machinery... 5.14 6.43 5.22 Jeb 2.00 100 -693%4, 77 12.0 3.4 
X 


A 





Foster Wheeler... 5.30 10 10 Jeb 75 49-194, 25 250.0 3.0 


Cri 





Greenfield Tap & Die... 1.91 4.70 1.97 Jeo 1.20 2834-162 (17 3.6 7.0 


CZ 


Dominant producer of railway loading 
equipment with other items lending | 
diversification. Due to sharp increase 
in earnings better dividend treatment | 
possible. | 
Makes wide variety of precision tools | 
and special machines. Improved earn- | 
ings fully warrant stability of dividend | 
rate. | 
Expanding rapidly in diesel engine field 
t ppl t scales busi . Substan- | 
tial backlog and good cost controls in- | 
creasing sales and profits. Dividend | 
well protected. 
Leading maker of machinery for fruit 
and packing industries. Sizable expan- | 
sion in process. Conservative dividend | 
indicated but secure. | 
Has large backlog of orders for oil re- 
finery equipment, but shortage of ma- 
terials hampers production. Despite 
lower earnings current dividend prob- 
ably safe. 

Strong trade position favors outlook. 
Slight downtrend in sales and net but 
dividend seems secure. 








Ingersoll Rand. 6.22 9.28 8.25Je6 8.50 151'/-107. 115 12.4 7.4 
WwW 


Al 





Joy Manufacturing... 1.93 3.29 6.68 Je9 1.80 3834-18, 35 5.2(a) 5.1 
xX 


C+I 





Link Belt Sk ae ay 5.50 4.14Je6 2.75 66 -43 52 94 523 
Xx 








Mesta Machine. Sti. pay ee. 2.50 61-35% 41 £44160 6. 


C+3 





Monarch Machine Tool... 3.76 3.23 1.69Je6 2.00 45 -26 27 8.4 7.4 


C+2 





National Acme... 3.97 5.23 2.44Je6 2.50 4134-21 26 5.0 9.6 


CZ 





Niles-Bement-Pond....... 2.39 def.06 bo 60 264-954 II ie 


Cr3 





as... ae 4.04 7.78Je 3.00 53!/.-37 42 yee) 
Ww 


C+I 





United Engineering&Fdry. 2.98 1.46 1.69Je6 2.00 56 -33 38 -22.4(a) 5.3 





U.S. Hoffman Machinery. 1.73 7.31 2.19Je6 1.25 479-16 ee ae 





C3 





Van Norman Co... 233 297 1.24Je6 1.50 25%4-145% 16 54 94 


B2 





Waukesha Motor.........-(1.84 1.53 2.21 Ap? 1.25 34%4-177% 20 9.1(a) 6.2 





Worthington Pump & M......._ 7.08 10.60 9.28 Jeb —2.37!/2'x),74 -~47 58 5.5 4.1 
X 


Exceptionally stable earnings record has 
won rank among good investment 
shares. Liberal dividend warranted. 

A leading maker of loading equipment, 
with large backlog and good profit 
margins. Dividend amply covered. 
Marked upturn in sales producing satis- 
factory profits. Some improvement in 
dividend may occur. 

Specialist in machinery for steel indus- 
try. Good record warrants confidence in 
dividend. 

Makes automatic metal turning ma- 
chines. Current high sales and fair 
profits may bring extra dividends. 
Automatic machine tools a specialty. 
Earnings may dip but dividend seems 
safe. 

Makes machine tools and accessories. 
Improved status following last year’s 
strike should tend to stabilize dividend. 
Specializes in precision tools. Larger 
sales and wider profit margins favor 
dividend liberality. 

Strongly financial status and good sales 
promise well to sustain $2 dividend. 

A leading producer of garment press- 
ing machines. Downtrend in net seems 
to be developing but conservative divi- 
dend assured. 

Expanded facilities has improved sales 
potentials, but moderate dip may be in 
sight. No change in dividend imminent. 
Important producer of heavy duty gaso- 
line and diesel motors. 1947 marked in- 
crease in earnings assures conservative 
dividend. 

Sales and net earnings breaking all 
peacetime records. Favorable outlook 
and strong finances. Dividend stability 
good. 





(a)—Based on 1947 Interim Net since it exceeds the 1946 fiscal year net. 


Mr3—For 3 months ended March 31. 
Ap9—For 9 months ended April 30. 
My6—For 6 months ended May 31. 





(x)—Plus 10% Stock. JI7—For 7 months ended July 31. 
Je—For fiscal year ended June 30, 1947. 

Je9—For 9 months ended June 30. 

Jeé—For 6 months ended June 30. 
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has taken the trouble to analyze the impact upon its 
own business. In reporting a deficit equal to 32 cents 
per share for the six months ended in June, com- 
pared with net earnings of $1.14 per share for its 
fiscal year of 1946, the Bullard Company attributed 
the slump in the main to a direct loss of $1 million 
in volume, due to competition from Washington. 
Beyond any question, many if not most of the tool 
manufacturers have suffered and are still hampered 
by the cut price activities of WAA. 

It seems reasonable to assume, however, that 
before very long this adverse factor will become 
less important, for WAA has been in a last minute 
rush to clear its decks and completely liquidate. In 
this process, much of its surplus stock has been 
shipped to foreign countries, a large number of 
tools have been assigned to the Federal stockpile 
and many are in such shape that they never may 
find buyers. Hence there are grounds for hope that 
the tool markets in coming months may become in- 
creasingly less clogged with items offered by WAA 
and that prices will be adjusted to normal supply 
and demand influences. 

1948 Sales Outlook Clouded 

As for purchasing policies by industry, while cur- 
rent orders seem to be slackening up to some extent 
and the outlook for 1948 is none too bright, it must 
be borne in mind that never before has efficiency of 
mechanical equipment come to the fore so im- 
pressively as an offset to the drastic climb in break- 
even points for all manufacturers. At the first signs 
of a dip in volume, practically every management 
must look to the efficiency of his tools with en- 
hanced zeal, for neglect to do so will emphasize the 
danger in competitive pricing battles. Thus while 
the tool industry in the past has always been tarred 
with the brush of instability when business condi- 
tions generally became unfavorable, an exception to 
the rule may evolve this time when early signs of a 
genuine recession begin to unfold. As a matter of 
salvation, new investments in up-to-date equipment 
to shave operating costs will be a prime considera- 
tion, for to coast along with worn out or outmoded 
tools would be suicidal. That tool manufacturers 
are well aware of these potentials is shown by their 
stepped up research to develop better and better 
items and to extend the remarkable strides achieved 
by their technicians during war years. Quite aside 
from orders for tools to equip the billion in new 
plants now being constructed by industry, prospec- 
tive demand for replacements provides valid hopes 
for fair volume as time goes on. Indications of an 
uptrend in the broader construction fiield, also tend 
to swell hopes of volume for the many specialists 
that supply tools for the builders, as well as for the 
owners of the new homes and business edifices. As is 
well known, every public building maintains a tool 
room. Additionally, a survey by SKF Industries 
shows that 850,000 homes have small workshops. 

Turning to the manufacturers of heavy machin- 
ery, the picture brightens, for operations thus far 
in 1947 have been on a high level, backlog orders 
remain substantial and profit margins on the whole 
have been very satisfactory. Output of machines in 
this class involves months and sometimes more than 
a year to reach the finished stage. As these products 
require individual designing, the highest of techni- 
cal skill and are costly to make, their buyers are 
above-average generous in allowing for ample profit 
margins when it comes to the question of price. 
Moreover, the slow rate of turnover, especially in 
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times like the present when costs are trending up 
all along the line, makes the manufacturers very 
cautious in their pricing policies. In other words 
their contracts are usually worded to provide pro- 
tection by the buyer, should costs get out of hand. 
All of which lends stability to their earning power 
under the flux of costs now bothering the entire 
economy. For the balance of 1947, at least, the out- 
look for satisfactory net earnings by the more impor- 
tant units in this branch of the industry is not 
marred by danger of any approaching recession. 
When work has once started on an order, cancella- 
tions would be highly impractical, and to complete 
all orders now on the books should keep these spe- 
cialists working at top capacity far into 1948. 
Producers of conveying equipment, such as Cater- 
pillar Tractor and Link Belt, should be ranked among 
those in the industry likely to prosper exceedingly 
well for some time ahead, provided no serious upset 
in general business appears on the horizon. In the 
fields of mining, food processing, and in mass pro- 
duction everywhere, the specialists made by these 
concerns seem well assured of prolonged demand. 
Makers of textile machinery, also, are having their 
hands full in keeping their customers satisfied with 
deferred deliveries. It’s said that in some instances 
shipments in this field are nearly a year behind 
schedule, so that for at least six months to come 
business should continue at an amply high level. 
Huge Demand for Pumps 


As for manufacturers of pumps, worldwide de- 
mand is so strong that come what may, several years 
of good prosperity seem to lie in the offing. Many 
of our readers may not realize that an estimated 
100 million pumps are now in use throughout the 
United States, or far more than any other form of 
mechanical items, including motor cars and trucks. 
As pumps are usually in constant operation and 
their life is only about ten years at best, it can be 
realized how the wartime void in production has 
built up a tremendous deferred demand. Due to im- 
proved labor relations and a smoother flow of sup- 
plies, Worthington Pump, as one example, has made 
the most of its opportunities and may gladden its 
shareholders with net earnings equal to around $18 
per share for full 1947. 


On balance, it might seem from our discussion 
that the road ahead for the industry was fairly 
cleared of obstacles, except perhaps for the pro- 
ducers of machine tools. Some experts, though, in- 
cluding Federal economists, view the $19 billion a 
year business now established by the machine mak- 
ers with arching eyebrows and a good deal of inner 
worry. What they fear is that possibly some time 
next year a downtrend in volume may develop that 
would cause serious repercussions throughout the 
entire economy. The traditionally volatile character 
of the industry may provide grounds for such ap- 
prehensions, but these experts may be confusing 
cause with effect. Perhaps a sounder surmise might 
be that if general business goes into a tailspin, the 
machinery manufacturers would be among the first 
to suffer. From whatever angle the problem is 
viewed, it is wise for investors to keep a close eye 
on earnings and earnings trends, rather than upon 
dividends, of most concerns in this industry. Rela- 
tively high price earnings are justified for only a 
few especially stable units in this field. For the rest 
of the large group, distributions over a period of 
years will always be very variable, hence rendering 
their share over-sensitive to speculative influences. 
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PROFIT 


INCOME 


October 


In the last issue it was noted 
that, on the basis of long-term 
average results, September is a 
month in which it is easier to lose 
money in the stock market than 
make it. October has a materially 
better record. Checking back on 
the chart of the Dow industrials 
to 1897, we find worthwhile ad- 
vance in 18 years, considerable de- 
cline in 13 years (the majority of 
which were bear-market years), 
and unimportant net change in 18 
years. The total period is 49 years. 
As usual in these studies, 1914 is 
not represented, the Exchange 
having been closed in the season 
under review. 


Tough 


In the past it was possible to 
make handsome profits in the 
market if you were able to fore- 
cast, with substantial accuracy, a 
big gain in earnings of any par- 


ticular company, or companies, for 
the coming year. That is, unfor- 
tunately, no longer so. Profes- 
sional analysts complain that a 
year or more ago they foresaw 
many of the phenomenal increases 
in earning power now being of- 
ficially reported, but that the 
stocks “don’t move.” In some 
cases stocks sold a lot higher dur- 
ing the first half of 1946 on earn- 
ings ranging from $2 or $3 a 
share, than they do now on earn- 
ings of $4 to $10 a share. Quite 
a few issues are selling around 
three times probable 1947 net per 
share. Many are selling at five to 
six times earnings. Even the Dow 
average is on a basis of about ten 
times earnings. Well, one answer 
is that in the stock market, as 
elsewhere, anticipation is usually 
sweeter than realization. Another, 
obvious for a long time, is that in- 
vestors lack confidence in the con- 
tinuation of unprecedented earn- 
ings. Whatever the market does, a 
safe prediction is that we are not 








Atlas Plywood 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 





Consolidated Copper 





Crown Zellerbach 





McLellan Stores 





McWilliams Dredging 





Mead Joh 





Southern Pacific System 





United Aircraft 








United Paperboard 
Westinghouse Electric 














1947 1946 
Year June 30 $5.87 $2.80 
6 months June 30 41 17 
July 31 quarter 1.73 87 
12 months July 31 3.54 2.75 
6 months June 30 -49 1 
6 months June 30 -92 86 
7 months July 31 6.32 3.00 
6 months June 30 1.04 92 
Year May 31 5.11 18 
12 months June 30 2.21 1.32 














going to see a return to price- 
earnings ratios in the range of 
12-15 for average equities until 
earnings are down to levels ac- 
cepted as more or less “normal.” 


Bearish 


The low estate to which aircraft 
stocks have fallen confirms the 
view, emphasized in this column 
on various occasions, that the 
combination of earning power and 
dividends is decisive in the evalu- 
ation of individual stocks or 
stock-groups; and that working 
capital, no matter how large, is of 
secondary importance. When 
these stocks were far above pres- 
ent levels, the aircraft bulls were 
arguing that they were cheap on 
“working capital per share.’”’ Now 
the same bulls — bullish all the 
way down—take a new slant. The 
stocks are “interesting,” they say, 
because they are back near their 
1942 bear-market lows; because 
the world outlook probably calls 
for a U. S. armament program; 
and because, in any event, the 
Government will not let the indus- 
try die. The last observation is 
safe enough. But keeping the in- 
dustry alive, on orders only a little 
above the starvation level for the 
immediately foreseeable future, 
will not yield “interesting” earn- 
ings nor nourish speculative de- 
mand for the stocks. (There is, of 
course, no basis at all for invest- 
ment demand). This column still 
feels, as it has long felt, that 
funds in aircrafts can be employed 
with greater safety and better ad- 
vantage in other groups. Both 
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here and elsewhere in the Maga- 
zine we have cited, and will con- 
tinue to cite, a number of indus- 
tries which have favorable longer- 
term prospects. 


Ditto 


The summer rally in the air 
transport stocks did not amount 
to a great deal and has since been 
about washed out. Most are close 
to previous lows, a few at new 
lows. It comes hard to get out of 
undesirable stock holdings at 
prices a fraction of their bull-mar- 
ket highs; but it is not a good 
rule to hold on to issues which 
clearly have below-average mar- 
ket prospects for an indefinite 
time to come, if not permanently. 
Sure, they may have rallies; but 
trying to guess when and how 
much can only be a decidedly spec- 
ulative undertaking. There was a 
short honeymoon period in earn- 
ings, made possible by using old 
equipment at capacity, and ended 
by the cost-impact of post-war ex- 
pansion. The market dream, 
which carried the stocks to highly 
fanciful prices by late 1945, has 
been shattered. That it will ever 
be revived is questionable. Al- 
though large and growing volume 
seems assured, adequate earnings 
therefrom are not. At best, long- 
term profit potentials are unclear. 
This column “has a feeling” that 
they are poor. The basic factors 
operative imply that the indus- 
try’s growth probably will benefit 
its customers and its employees 
far more than it will benefit the 
stockholders. In the case of some 
companies, it may not benefit the 
latter at all. A great deal of 
money is yet to be “put in,” 
whether obtained from _ bank 
loans, senior security financing, 
equity financing or retained earn- 
ings. The history of all previous 
forms of transportation — canals, 
railroads, steamship and motor 
carriers—is one of financing prob- 
lems, inadequate long-run return 
on capital, regulation troubles and 
numerous bankruptcy-reorganiza 
tions. That air lines will be differ- 
ent remains to be demonstrated. 


Acting Well 


Stocks which recently have 
been performing substantially 
better than the general market, in 
rallies and reactions, include Ab- 
bott Laboratories, Celanese, CIT 
Financial, Commercial Credit, 
Continental Oil, Crown Zellerbach, 
Ex-Cell-O, Federated Department 
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Stores, Flintkote, Gaylord Con- 
tainer, Glidden, Johns-Manville, 
International Shoe, Procter & 
Gamble, Sears Roebuck, Union 
Carbide and U. S. Gypsum. 


Not So Good 


Worse - than- average market 
performance is by no means con- 
fined to secondary stocks. Some 
“good-name” stocks in which in- 
vestors recently have been more 
inclined to reduce, than increase, 
holdings include Air Reduction, 
American Can, American Tele- 
phone, American Chicle, Ameri- 
can Home Products, Bristol- 
Myers, Beech-Nut Packing, Bon 
Ami, Corn Products, Corning 
Glass, General Foods, Hercules 
Powder, International Nickel, Na- 
tional Dairy, Philip Morris and 
Squibb. They remain “good” 
stocks in basic quality; but, un- 
deniably, the market consensus at 
present is that at previous higher 
prices they were over-valued on 
foreseeable prospects. All are 
nearer the year’s lows than highs. 
The reverse is true, of course, for 
the general industrial average. 
Whether these good stocks are 
now approaching undervalued 
levels is another question. 


Rubbers 


It is ironic that the Justice De- 
partment has not only brought 
anti-trust charges against the 
rubber companies but also singled 
out a number of managing officials 
for criminal prosecution. It is 
ironic because, so far as we know, 
this is the only important manu- 
facturing industry in which sell- 
ing prices have been cut back to, 
or below, 1939 levels. Business 
men do not “conspire” to lower 
prices. In this case, they have no 
choice. Supply of tires is tending 
to outrun demand. Radically im- 
proved tires, containing more nat- 
ural rubber, are in the nearby of- 


fing. Competition is increasingly 
intense both on the manufactur- 
ing and the dealer ends. List 
prices have recently been cut 
about 10%. Trade-in allowances 
on old tires have been upped. 
Some dealers offer a new tube free 
with each new tire bought. If that 
is a “monopolistic” situation, the 
writer of this column is wacky. 
Probably the suit has not a great 
deal to do with the recent poor 
market action of tire stocks. It is 
unlikely that the Justice Depart- 
ment can make its charges stick 
—but the increasing competition 
will stick. Capacity is well in ex- 
cess of normal demand; substan- 
tially longer life will be built into 
tires; and motorists have learned 
in the war years that, especially 
with inexpensive recaps, tires can 
be driven much longer than most 
people had previously supposed. It 
all adds up to a longer-term earn- 
ings outlook which is questionable. 


How Long? 


Chrysler earned $4.15 a share 
on the recently split stock for the 
first half year. But, looking be- 
hind the figure, one notes than 
net in the first quarter was $2.47 
and only $1.68, or about 32% less, 
in the second quarter. In other 
words, first quarter net was at the 
annual rate of $9.88, second quar- 
ter at $6.72. Why? Higher costs, 
especially of wages, outran the 
gain in sales. Due to the squeeze 
on profits, prices have since been 
boosted once more. Such is the 
trend general to the industry. The 
end is not in sight—but will come. 
Another round of wage demands 
is certain. Then still higher 
prices? The eventual result will be 
a cost level at which decline in 
sales will produce red ink with 
surprising speed. That is true in 
many manufacturing lines. It is 
one of the primary reasons for the 
market’s present notably conserv- 
ative capitalization of earnings. 









































| DECLINES SHOWN IN RECENT EARNINGS REPORTS 
1947 1946 | 
Associated Dry Goods 6 months August 2. $ .61 $2.71 | 
Brillo Manufacturing 6 months June 30 .60 84 | 
Exchange Buffet July 31 quarter AW 17 
Federated Department Stores... August 2 quarter 46 82 | 
Franklin Simon 6 months July 21 18 1.99 
General Shoe 9 months July 31 2.52 2.65 
Interstate Department Stores... 6 months July 31 1.02 2.51 | 
Lake Shore Mines, Ltd... Year June 30 .67 .83 | 
| Sterling, Inc. 6 months June 30 .60 1.07 | 
| Wilson Brothers cece. § months June 30 .02 39 | 
661 











The Personal Service Department of THE MacazINne oF WaLL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Pittston Co. 

Please advise recent earnings and 
dividend of Pittston Co. 

C. D., Toledo, Ohio 

Reflecting additional income 
from exports, shipping and coal 
subsidiaries, consolidated net in- 
come of the Pittston Co. and 
subsidiaries, after Federal taxes 
and minority interest, reached a 
new high of $2,550,353 for the 
first six months of 1947 as com- 
pared with $710,393 for the cor- 
responding period last year. This 
was equivalent to $4.35 per share 
of common stock outstanding. 
The net income per common 
share for the first half of 1946 
was $1.21 and for the entire year 
of 1946, $2.44. 

After establishing record fig- 
ures, the company’s gross reve- 
nue for the six months ended 
June 30th last was $43,857,066 
against $23,773,693 in the like 
period last year. Provision for 
Federal and State income taxes 
for the first half of 1947 was 
$1,784,379 compared with $582,- 
651 for the first half of 1946. No 
dividends have been paid on this 
common stock. 

Pittston is a holding company 
whose operating subsidiaries en- 
gage in the mining and selling of 
bituminous and_ sub-bituminous 
coal, wholesale and retailing of 
anthracite, bituminous and other 
fuels, general trucking, truck 
rental and warehousing. Through 
the U. S. Trucking Corporation, 
Pittston operates the largest local 
trucking company in the world. 


Funded debt amounts to $10,286,- 
000 and capital stock consists of 
586,092 shares of common stock 
outstanding. Consolidated balance 
sheet as of Dec. 31, 1946 listed 
total current assets of $12,308,- 
407, total current liabilities $6,- 
367,310, and net current assets 
$5,941,097. The near term out- 
look for this company continues 
favorable. 


Pennsylvania Salt Mfg. Co. 

Please report earnings and prospects 

for Pennsylvania Salt Mfg. Co. 
P. R., Cleveland, Ohio 
On the basis of figures before 
final audit, The Pennsylvania Salt 
Mfg. Co. reported net earnings 
after taxes of $2,678,898 and con- 
solidated sales of $29,420,933, for 
the fiscal year ended June 30, 
1947. The 1946-47 net earnings 
represent an increase of 83.4% 
over the net earnings of $1,460,- 
335 for the preceding year. The 
earnings for this fiscal year are 
equivalent to $3.57 per share on 
the 750,000 shares of $10.00 par 
stock outstanding, ‘which com- 
pares with $1.91 per share for 
the 12 mos ended June 30th, 1946. 
Part of the increase in net 
earnings was due to the elimina- 
tion of excess profit taxes which 
applied to earnings in the first 
half of the fiscal year ended June 
30th, 1946. Sales for this fiscal 
year, the highest reported in Pen- 
salt’s 97 years, represent an in- 
crease of $6,501,202 or 28.4% 
over sales of $22,919,731 for the 
12 months ended June 30, 1946. 
Pensalt’s sales have averaged 


about $8,000,000 annually for the 
25 years prior to 1940 but had 
started to increase rapidly just 
before the war. Part of the rise in 
dollar volume during the last year 
was represented by price in- 
creases which have amounted to 
an average of 11.3% since 1940. 
The increase in sales even before 
the wartime peak resulted, to a 
large extent, from a diversifica- 
tion program which began in 
1935. The effect of this program 
has been to raise the number of 
items sold by the company from 
about 60 in 1935 to more than 200 
now, many of them being new 
specialties developed by the com- 
pany’s expanded research pro- 
gram. Since 1935 the sales force 
has more than doubled and 4 ad- 
ditional sales divisions have been 
organized — Agricultural Chemi- 
cals, Laundry and Dry Cleaning 
Division, Special Chemical Divi- 
sion, and Export Division. This 
long established, strongly financed 
company has paid dividends since 
1863. Dividend payments totaled 
$1.60 a share in 1946 and $1.20 
has been declared up to Sept. 15th 
of this year. The long term pros- 
pects for this company continue 
favorable. 


U. S. Plywood Corporation 
Please advise recent earnings and 
expansion program of U. S. Plywood 


Corporation. 
B. G., Tulsa, Okla. 

An aggressive policy of expan- 
sion will be continued by U. S. 
Plywood Corporation according to 
the president of the company. He 
stated that “we believe that an 
aggressive policy, based upon 
lower costs, is the best insurance 
under any conditions we may be 
required to face and, although 
the investment involved is sub- 
stantial, it is not incompatible 
with the strong financial position 
in which we find ourselves.” 

Consolidated net sales of the 
corporation for the fiscal year 
ended April 30, 1947 were $43,- 
616,109 as compared with $27,- 
083,286 for the previous year. 
Net profits equalled $5,940,000 or 
$3.71 a share. 
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Keeping A breast of Judusthriat 
- and Company News «+ 





Although the buying power of the dividend dollar is now scarcely more than 
half what it was in prewar, the rising cost of new construction and equipment pre- 
cludes distributions proportionate to higher earnings in most cases. Outlays for 
new or adjusted facilities now involve sums that would have been regarded tremendous 
before Pearl Harbor. But when made, these ee funds reflect confidence by manage- 
ment in their productivity. 








For example, American Locomotive Company, according to its president, 
R. B. McColl, has spent more than $20 million of its own money to convert its 
Schenectady plant from mass production of steam locomotives to Diesels. This 
concern has just arranged a standby credit of $18 million with banks, to replenish 
its treasury if or when necessary. 





To treble its present production of pliofilm and airmoam products, E. J. 
Thomas, president of Goodyear Tire & Rubber Company, is tossing $10 million into the 
ring to utilize a large plant recently acquired from the Government in Akron. For 
packaging foods and making seats and matresses respectively, pliofilm and airfoam 
apparently have won out as newcomers. 








Hotpoint Inc., also envisages such @ promising future for its*products that 
this affiliate of General Electric Company has earmarked $20 million for its: expan- 
sion program. In line with this policy, the company has just bought a sizable 
surplus warplant in Milwaukee, formerly used by Allis Chalmers. 











Stokely-Van Camp, Inc. are continuing to acquire new units for their string. 
Latest move has been to buy the-Tampa, Florida, plant of Polk Co. Through this ac- 
quisition, Stokely expects to market 1.5 million cases of grapefruit sections 
annually, with corresponding benefit to their over-all volume. 





In contrast to many othere industries now approaching a near balance in the 
production-demand factor, the largest builders of railroad equipment are still 
accumulating backlog orders faster than they can make shipments. Primarily this is 
attributed to a shortage and lack of balance in supplies. ° 





American Car & Foundry Company, for instance, reports a current record 
backlog of $264 million, compared with $250 million only a month ago and $228 million 
as of April 30. This illustrates the continually broadening scope of the American 
railroads’ equipment program. 


Only a short lap behind its ahamatieane. Pullman-Standard Car Manufacturing 
Company reports a backlog of $257 million in unfilled orders as of August 1, 1947. 
Production of costly passenger cars as well as freight carriers lend diversification 
to the operations of this affluent manufacturer, whose treasury is bursting with cash 
from the sale of its sleeping car business. 
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Trans-Arabian will now carry its vast quantities of crude from 
Saudi-Arabia to the Mediterraneum through Syria and Lebanon rather than through strife 
torn Palestine. The company is racing to conclude arrangements for its proposed 1100 
mile pipeline route because unless work starts within a couple of months, a penalty 
of $5000 per day will be imposed. : : 


The new pension plan inaugurated by the Ford Motor Company involves some very 
large sums of money, enough to stagger most industrial enterprises. At the start it 
is said that the plan will cost $200 million. A worker earning $200 per month, and 
contributing $5 per month would receive $100 per month upon retirement after 50 years. 


The ordinary farmer talks of his income in terms of dollars per acre, but 
to some magnates in the farming industry terms approach those of big business. 
J. T. Kriss, for example, who operates 50,000 acres of wheat land in the Midwest, 
modestly places his 1947 gross income at around $1.75 million. But between costs and 
the tax collector, he is scratching his ear over net return. 


Though one might expect Canada's shipments of more than $200 million in paper 
and pulp to the United States in a good year would constitute its main reliance in ~ 
building up dollar balances, it is said that American tourists in 1947 will have 
spent more than this-sum for a look-see at our neighbor to the North. 





If Congressmen have their way, our domestic sources of paper supplies may be 
vastly expanded before long. Senator Capehart of Indiana and a group of his co-legis- 
lators have just returned from an inspection trip to Alaska. Forests there, predicts 
the Senator, will provide 1 million tons of newsprint annually for us, and perpetually. 

New finishing methods, employing chemical treatment, are now producing cotton 
goods that will not wrinkle. Textile mills in Virginia have been in a huddle with 
Monsanto Chemical Company, with the result that a process using a special synthetic 
resin turned the trick. 


The principle of a “Lazy Susan" that revolves on the middle of a dinner table 
to bring salt, pepper and sugar within reach has been applied to mass production of 
cameras by Eastman Kodak Company. This merry-go-round assembly line operates at 25 
feet per minute and has 200 carriers hung from an overhead track, and each containing 
four trays full of parts. Workers have to wait only about half a minute to lift 
their needed supplies. 


Only three of the principal countries exceed the Dominion of Canada in tele- 
phone installations. In proportion to population only the United States, Sweden and 
New Zealand show more telephones, too. The Camadian rate is 15 phones per 100 
persons, and the total number exceeds 2 million, thanks to the Bell Telephone Com- 
pany of Canada. 


Beginning September 1, Celanese Corporation will bear the entire cost of 
covering all eligible employees with group insurance, including Life, Accident and 
Hospitalization benefits. Heretofore, the company has been sharing these expenses 
but now will assume the entire burden. During the past three years, beneficiaries 
have received an aggregate of about $1.76 méllion. 


International Harvester Company's report for its thir fiscal quarter is en- 
couraging. Sales for the period topped $200 million, highest for three months in the 
company's history. Though export sales have fallen off due to dollar shortages, out- 
put from newly completed facilities should hold volume at a high level in the last 
quarter, according to president John L. Mc Caffrey. 
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) "The BUSINESS ANALYST 








SUMMARY 


MONEY AND CREDIT—New York banks raise rates on 
bankers’ acceptances to 1%, from former 7/g°%/,. Late in 
September the Treasury will offer to institutional investors 
a long-term, 2!/2%/, non-marketable, bond issue. Buying by 
processors for the holiday trade lifts foreign silver at New 
York to 70 cents, from the year's low of 60 cents. Stocks 
slump on London Exchange. Foreign Government external 
bonds at New York sink to lowest level since February, 1944. 


TRADE—ZJune retail store sales, on unit quantity basis, 
were 5.4% under last year, but will be boosted temporarily 
this month with cashing of veterans’ terminal leave bonds. 
Department store sales revive under less torrid weather. 


INDUSTRY—Business activity picks up again with cooler 
weather and return of vacationists; but foreign trade begins 
to ease under dollar shortage and reviving production in 
Europe. U. S. maritime industry menaced by high costs. 
Number of new homes started in July largest in twenty 
years. National gross product during second quarter at high- 
est annual rate in history. 


COMMODITIES—Futures index at new post-war high; but 
M. W. S. index of raw materials spot prices eases a bit. 
Wheat and oats at new seasonal highs, while cotton recedes. 











BUSINESS ACTIVITY 
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Business Activity picked up a little during the fortnight 
ended August 23 to a level fractionally less than 5%/, above 
last year at this time. A further upturn in many lines of busi- 
ness is looked for with the advent of cooler weather and the 
return of vacationists. 

* * * 


Department Store Sales throughout the Nation dur- 
ing the fortnight ended Aug. 23 dropped to 6%, below last 
year, compared with a cumulative increase of 8°, for the 
year to date. Under moderately lower temperatures, how- 
ever, sales at New York City in the week ended Aug. 30 
were only 1% lower than a year ago. Cashing of veterans’ 
terminal leave bonds will supply a temporary stimulus to 
trade in September. 

2 * «@ 


The Commerce Department places the dollar value of 
goods and services produced (the National Gross Prod- 
uct) during the second quarter at an annual rate of $226 
billion, a new high record; though actual physical volume 
was still somewhat under the war-time peak. Capital 
Formation in the second quarter (which includes new con- 
struction, investment in capital equipment, inventory ac- 
cumulation and net exports) was at an annual rate of $39.4 
billion, against $39.8 billion for the first quarter. $39.4 bil- 
lion is 17.4%, of the second quarter's national gross product. 


(Please turn to the following page) 








Inflation Factors 












































































































































Latest Previous Pre- 
Wk.or -Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURES—Sb (e) | July 0.96 1.50 1.20 1.55 F 
Cumulative from Mid-1940___ | July 357.4 3565 3404 13.8 GameNet Shee page SOR) 
It was 16% in 1929 and only 1.8% in 1932. Therein 
PEDERAL GROSS DEBT—Sb Aug. 27 259.9 259.4 = 267.4 55.2 lies the difference between prosperity and depres- 
sion. 
MONEY SUPPLY—Sb ae ae m * * * 
Demand is peg Centers pid os 9 a 28. 4 10.7 Private builders started 80,000 permanent New 
Currency in Ci al ; ’ ; ; Homes during July—the largest number in 20 
years, 2,800 more than in June and 28% ahead of 
BANK DEBITS—13-Week Avge. Aug. 23 7.40 7.41 7.71 4.26 | July last year. New permanent homes completed 
New York City—$b Aug. 23 10.82 10.82 11.69 7.60 | during July numbered 65,700, making a total of 
93 Other Centers—$b___.__. oeear. 428,700 for seven months compared with 441,000 
June 193.0 191.5 173.2 102.0 | started. 
—$b (cd3) 2. ge 
etonard a sali June 119.3 118.3 107.9 65.6 
eee Di - = June 14.0 14.0 13.2 10.0 According to Federal Reserve Board indexes, 
cairo ' red , tent May 1.99 1.91 1.55 1.21 Production for June in several industries was be- 
a pein anor) rs ) May 2.03 1.97 1.66 1.28 | low last year. Among these were transportation 
oe 9 equipment, rubber products, cotton and rayon 
July 60.1 60.1 57.8 52.6 goods, processed fruits and vegetables. The Com- 
be saci wiptakdenell a8 July 10.1 10.1 10.0 8.9 merce Department reports that Factory Payrolls 
iy ~~ poe be (ib) July 15.2 15.3 14.5 13.8 in June were somewhat below last year in four 
a an rere og Fe 53 5.4 55 48 industries—machine tools, ship and boat building, 
Re i ee 9 — | July 2.6 2.6 2.3 3.4 women’s clothing, canning and preserving. 
Og 22y 
sa July 150 151 144 147 
FACTORY EMPLOYMENT (tb4) July 176 180 166 175 The backlog of Unfilled Orders held by manu- 
coed inna - July 130 129 126 123 facturers at the end of May had a total value 23% 
. arena =e to 319 312 263 198 larger than a year earlier. 
‘ACT Bos ee 
‘ PACTORY HOURS & WAGES (Ib) F man pm in 13 Following six to eight months of curtailed opera- 
Weekly Hours vt Ke 102 108.4 78.1 tions and summer vacation shutdowns, Shoe Manu- 
Hourly Wage (cents) — onian ans aise mee facturers in Massachusetts, the leading footwear 
Weekly Wage ($) aoe 2 a : ‘ production state, are recalling hands rapidly with 
talk of returning to peak operations in September. 
PRICES—Wholescale (ib2) so § 23 ws oe i be Retailers who for months have been buying on a 
Retail (cdib); _— ; ‘ : ; hand-to-mouth basis in expectation of lower prices, 
, are now pouring in orders as prices begin to ad- 
COST OF LIVING (Ib3) sre “ie con a sae vance under pressure of rising costs. 
Food . . .' . 
Clothing June 185.7 185.0 = 157.2 113.8 ei 
Rent June _ 109.2 109.2 108.5 107.8 President Truman's veto of the bill extending 
non-ferrous Metal Subsidies for two years will 
RETAIL TRADE—$b prevent a few high-cost mines, which had already 
Retail Store Sales (cd) July 8.53 8.77 7.67 4.72 | closed, from re-opening. This will help to sustain 
Durable Goods July 2.06 2.08 1.61 1.14 | prices for copper, zinc, and perhaps lead, a while 
Non-Durable Goods July 6.47 6.69 6.06 3.58 longer; but imports plus domestic production are 
Dep't Store Sales (mrb)____——_| July 0.62 0.72 0.44 0.40 | now running neck and neck with current consump- 
Retail Sales Credit, End Mo. (rb2)_ | July 4.87 4.90 3.35 5.46 | tion and trade observers think it is only a question 
of time when foreign producers will start to under- 
MANUFACTURERS’ sell us. 
New Orders (cd2)—Total____ June 243 235 214 181 es 
Durable Goods a rd oe od or The UN Statistical Bulletin discloses that all of 
Non-Durable Goods noe S05 403 209 ne the ten continental European Countries reporting 
Shipments (cd2)—Total a 333 313 212 223 indexes of production, except western Germany, 
Durable Goods ‘id 270 ao 206 1S8 have lifted their industrial production to within 10% 
Non-Durable Goods = of the 1937 level; while Bulgaria, Norway, Sweden 
and Ireland have surpassed their pre-war levels. 
BUSINESS INVENTORIES, End Mo. Up to May of the current year, however, production 
Total—$b (cd) June 38.8 38.8 28.8 26.7 in J ee ly 41° 
pe els hace 227 224 172 152 in Japan had risen to only 41% of her 1937 volume. 
OE 2 : ow j ey es “4 “ss The Bulletin points out that the production indexes 
M or ad ea 94 97 ap 72 include a large amount of industrial construction 
etaile : . : : : : 
hich, of i i 
Dept. Store Stocks {mrb) ia v 20 16 4 which, of course, is not available for consumption 
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Production and Transportation 
Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
= Date Month Month Ago Harbor 
BUSINESS ACTIVITY—i—pc Aug. 23 160.9 160.2 157.3 141.8 : ; . ney. 
(M. W. S.)—l—np Aug. 23 179.1 178.4 171.7 146.5 or export. Mainly due to industrial paralysis in 
P Germany, the most critical shortages still are of 
+4 INDUSTRIAL PROD. (rb)—i—np | July 178 184 172 174 aniindaal 
»S= Mining July 139 148 146 133 * * # 
Durable Goods, Mfr.........____ | July 209 216 202 141 . . - 
ee eee A COR SIR: Recenter 
we CARLOADINGS—?—Total Aug. 23 901 906 885 833 imports in June to $755 million, from the May peak 
20 Manufactures & Miscellaneous Pango 4s 397 389 de of $953 million; but the June export balance was 
" i | ‘ one 
of } nar CL don 23 ~ = = still $269 million, or 55%, ahead of June, 1946. 
ed Preliminary estimates for July indicate a further de- 
of ELEC. POWER Output (Kw.H.)m | Aug. 23 4,953 4,923 4,444 3,267 cline of 5% from June in both exports and imports. 
80 i 
SOFT COAL, Prod. (st) m Aug. 23 12.0 11.8 12.2 10.8 = 2 
Cumulative from Jan. |. s*| Ag. 23 390 378 329 446 Our huge volume of exports has postponed the 
Stocks, End Mo March 57.7 49.5 58.5 61.8 AMSbe - 2 
inevitable post-war slump in business done by the 
4 PETROLEUM—(bbls.) m American Merchant Marine industry. Costs of 
Loge —, iy Same Aug. 23 5.1 5.1 4.8 4.1 construction and operation are so high that we can 
on asoline Stocks Aug. 23 84 85 86 88 t 1h feces slvawed 
“3 Fuel Oil Stocks Aug. 23 55 54 52 94 - haitiee ny oreign bui te operated vessels 
wi Heating Oil Stocks Aug. 23 53 52 52 55 SNRSt REMIT PRSSE- Le gaaeNe, 
Ils LUMBER, Prod. (bd. ft.) m Aug. 23 519 533 470 632 pan es 
Dur Stocks, End Mo. (bd. ft.) b. May 4.7 45 3.6 ©6126 United Kingdom Shipyards, which lead all 
— her nations, had 53.6% of the world’s total mer- 
1g, ot 2 le 
wil ret My a ae ma es Pg Pig ar Py chant ship output under way as of June 30. U. S. 
ihe: SS y : 5 : : shipyards, which ranked 4th on March 31, had 
ENGINEERING CONSTRUCTION dropped to 7th place by June 30, with only 4.8% 
a AWARDS—$m (en) Aug. 28 137 109 80 94 of the world’s gross tonnage under construction. 
°/, Cumulative from Jan. |__| Aug. 28 3,612 3,475 3,787 5,692 
° * * * 
MISCELLANEOUS : ’ 
In| y 
Paperboard, New Orders (st)... Aug. 23 149 165 146 165 mor pe oe Semen SND wore O8%, 
U. S. Newsprint Consumption (st)t...| July 361 401 333 352 igher than elsewhere. Now they are 150% higher. 
— Hosiery Production (pairs) m.............| June 127 140 156 150 By the end of the year we shall have less than half 
" ‘ Do., — End a WAC, | FORO 237 237 192 257 the merchant fleet tonnage that was operating at 
5 neumatic Casings Production—m.....! June 7.58 8.10 6.32 3.96 er 
2Gr Machine Tool Shipments—$m........ July 18.7 24.4 22.4 80.0 sais sien © an 
‘ith 
ie. ag—Agriculture Dept. b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). «d3— 
Commerce Dept., seasonally adjusted monthly totals at annual rate. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 
a Data. e—Estimated. en—Engineering News-Record. I—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. !b2—Labor Bureau 
es, (1926—100). 1b3—Labor Bureau (1935-9—100). !b4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
id- and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pc— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
"S| 1] No. of ie 1967 lad (Nov. 14, 1936, Cl.—100) High Low Aug.22 Aug. 29 
will Issues (1925 Close—100) High Low Aug. 22 Aug. 29 00 HIGH PRICED STOCKS._.__.—s-_- 89.87 72.58 83.97 83.01 
idy 304 COMBINED AVERAGE ____ 148.8 114.5 131.3 130.4 108 LOW PRICED STOCKS.._—s—- 183.14 =: 1124.35 148.04 147.79 
- 4 Agricultural Implements _ 188.0 143.4 178.6 176.1 6 Investment Trusts __..______ 62.8 48.3 58.1 57.8 
rile It Aircraft (1927 Cl—100)_ 167.1 108.2 125.1 127.2 3 Liquor (1927 Cl—100)___-- 933.6 592.1 717.8 712.4 
ae 6 Air Lines (1934 Cl—100)_ 636.9 471.3. 475.7 471.3c 8 Machinery ____—sd1'S9.4~—Ss«123.1s«s148.7~—Ss«*14728 
np- 6A t 146.0 105.2 108.3 106.6 3 Mail Order sd: 292.5 84.2 112.4 111.4 
‘ 14 Automobile Accessories ____ 237.4 161.9 197.7 194.8 3 Meat Packing _-séd;*zS'SL:«.. 84.9 103.5 101.3 
—P 11 Automobil 42.8 30.8 37.5 37.1 13 Metals, non-Ferrous 196.7 137.4 155.0 153.7 
jer- 3 Baking (1926 Cl.—100)___ 24.1 18.9 19.7 20.0 3 Paper 39.9 313 39.7 38.9 
3 Business Machines __ 301.6 230.8 256.6 254.8 23 Petroleum — 2S 172.2 208.9 205.1 
2 Bus Lines (1926 Cl —100)___ 175.0 116.1 136.8 137.9 20 Public Utilities _.- --_—s-:«1134.4 104.3 115.5 115.5 
4 Chemicals 261.6 223.8 254.3 254.8 5 Radio (1927 Cl—100)_._——s 23.2 16.1 19.2 19.0 
of 2 Coal (Miming) 2 20 14.0 17.0 16.9 8 Railroad Equipment 80.6 55.8 65.6 63.7 
ing 4 Communication 2. JERS 40.6 49.6 48.6 23 Railroads 27.2 17.0 21.8 21.8 
ny, t3 Construction GS 48.0 61.6 61.1 3 Realty 32.9 Zaa 27.2 27.3 
0% 7 Contai 371.5 291.4 341.3 332.4 2 Shipbuilding _________—sawH4«.4 87.4 98.9 100.4 
4 8 Copper & —.... 113.9 90.9 105.1 104.9 3¢ Soft Brinks SIRS 462.9 580.7 567.7 
den 2 Dairy Products = 69.7 55.9 60.0 61.2 13 Steel & Iron 121.1 90.7 107.3 107.1 
els. 5 Department Stores _____—s 78.6 55.6 67.6 68.0 3 Sugar 68.2 51.4 51.6 52.3 
ton 5 Drugs & Toilet Articles 223.2 149.4 163.3 162.4 2 Sulph 253.8 211.0 235.8 234.4 . 
2 Finance Comp 255.8 203.3 252.9 247.9 3 Textiles 137.6 93.8 137.6A 130.0 
ma 7 Food Brand 190.4 155.2 169.2 169.6 3 Tires & Rubber________—s 41.4 28.8 30.6 30.0 
xes 2 food sores. <a. «IEF 63.6 75.0 73.5 6 Tobacco 87.4 65.2 71.7 71.3 
tion 3 Furniture 94.3 66.1 82.1 81.1 2 Variety Stores = 342.5 289.1 323.2 320.1 
ion 3 Gold Mining..._.____—»924.7 738.4 846.0 862.1 19 Unclassified (1946 Cl—100) 108.5 83.7 97.3 97.4 
el A—New HIGH since 1946. c—New LOW since 1944. 
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Trend of Commodities 





The M. W. S. index of spot prices for raw materials eased 
off a bit during the past fortnight; but futures rose to new 
post-war highs under leadership of food and feed grains. Corn 
and cotton were reactionary under favorable weather condi- 
tions. The 1947 cotton crop is estimated at 11.8 million bales, 
compared with last year’s 8.6 million and the 1936-45 average 
of 12.4 million. July consumption was 677,489 bales, compared 
with 728,251 in June and 729,603 for June, 1946. Stocks, how- 
ever, were reduced 16% during July. This year’s corn crop is 
expected to be around a billion bushels A ies of last year’s 
3,288 million bushels. It is feared that a corn shortage will make 
such inroads, for livestock feeding, into the record wheat crop 
of 1.4 billion bushels this year that not enough will be left to 
fulfill the Government's export program which calls for 400 


million bushels. Meat may be somewhat more plentiful this 
autumn; but scarcer next year, and perhaps in 1949, because 
ranchers and farmers are thinning their herds. Feed prices are 
so high that it’s more profitable to sell livestock than feed it. 
Sugar promises to be so plentiful this year that the Government 
has not only ended rationing but also inventory controls. Price 
regulation is now the only control remaining. Supreme Allied 
Headquarters have transferred to the Japanese Government 
control over the nation’s silk, which was “frozen”’ Sept. 1, 1945. 
Production of raw silk has risen from 2,000 bales in Jan., 1946, 
to 10,000 monthly during the first half of 1947. Pre-war monthly 
average was 60,000. Fabric production now is only 4,000,000 
monthly, against 40,000,000 prewar. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Dote 2Wk. I Mo. 3Mo. 6Mo. I Yr. Dec.6 


Aug.30 Ago Ago Ago Ago Ago 194i 


28 Basic Commodities. ___._ 306.3 305.6 306.1 297.4 322.9 240.1 156.9 
11 Imported Commodities_ 275.2 278.3 273.0 266.3 289.7 220.8 157.5 
17 Domestic Commodities__ 328.3 324.8 330.5 319.3 346.3 253.5 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1947 1946 1945 1943 1941 1939 1938 1937 
High ...... .. 148.7 128.8 95.8 92.9 85.7 78.3 65.8 93.8 
Low 126.4 98 93.6 89.3 74.3 61.6 57.5 64.7 





Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr Dec.6 

Aug.30 Ago Ago Ago Ago Ago 194! 

7 Domestic Agriculture. 376.9 375.2 371.5 344.5 340.6 304.1 163.9 
12 Foodstuffs... 362.2 363.6 364.8 358.8 403.0 299.3 169.2 
16 Raw Industrial 264.4 268.0 268.1 258.0 273.1 203.3 148.2 


COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 


1947 1946 1945 1943 1941 1939 1938 1937 
High . . 152.03 127.07 106.41 96.57 84.60 64.67 54.95 82.44 
Low 117.14 104.21 93.90 88.45 55.45 46.59 45.03 52.03 
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What Corporate 
Reports Reveal 





(Continued from page 639) 

two quarters of the current would 
have seemed more markéd had 
this concern not benefitted in the 
June quarter by non-recurring 
profits of $435,411 from the sales 
of timber and lands. That Coty 
showed a nominal deficit of only 
5 cents per share in the second 
quarter was due to a credit from 
reserves of $600,0000 and a prior 
year’s tax credit of $89,789. The 
upswing in reported net earnings 
for Radio-Keith-Orpheum during 
the second quarter was partially 
due to capital gains of $1.6 million 
during the interval. Spiegel, too, 
had a non-recurring profit from 
sale of securities to the extent of 
about $184,000 in the June quar- 
ter. Philco’s 1947 earnings have 
been moderated in a manner be- 
cause net was lowered by allot- 
ment of $2 million for inventory 
reserves, but on the other hand the 
final figures included non-recur. 
ring profits of $798,147. 

All of the abov brief explana- 
tions go to show how necessary it 
is to look beneath the surface in 
studying the interim earnings of 
many concerns, that is to arrive at 
anything approaching a clear un- 
derstanding of how they have 
progressed. They illustrate pretty 
well how broadly different ac- 
counting methods can alter the 
true picture when it comes to net 
per share. In every instance dis- 
cussed, the adjustments were en- 
tirely permissible and accurate, 
but for the casual investment stu- 
dent they serve to invite caution 
in appraising every situation in 
which he is interested. To be sure, 
much of the bookkeeping strategy 
may be found to prove of relatively 
small importance compared with 
other more weighty factors, but 
now and again the modifications 
involved turn out to carry substan- 
tial significance. This is especially 
true in many cases where reported 
interim net earnings on their face 
seem to warrant confidence in div- 
idend stability or the reverse, al- 
though there are many other fac- 
tors, such as working capital posi- 
tions, volume potentials and profit 
margins of equal importance. 


Situations Even Stronger Than 
Reported Earnings Indicate 


Turning to the second table in- 
cluding a few concerns that are 
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of a job 


~_ 

_—— V-J Day, we've added 
more than 5,500,000 telephones. 
But fast as we put in one tele- 
phone, there comes an order for 
another. Sometimes two more. 


So even though we’re going 
full speed ahead, we haven’t been 
able to cateh up with all the 


orders for telephone service. 





Its a whale 


BELL TELEPHONE SYSTEM 





> a 








We're adding new telephones at the rate 
of about 300,000 a month. That is 10,000 


a day... And still it isn’t enough. 


We're moving faster than any- 
one thought possible— with short- 
ages and everything—and we 
have broken all kinds of records. 

It’s a whale of a job and we're 
eager and impatient to get it 
done. For we don’t like to keep 
anybody waiting for telephone 
service. 








making strong headway under cur- 
rent conditions and deserving of 
confidence in their continued sta- 
bility as applied to shareholder in- 
come, several things in common 
seem to support this premise, al- 
though the companies selected are 
in different industries. It will be 
noted that very generally an up- 
trend in net earnings is evident. 
This fact reflects well sustained 
large volume or increasing sales, 
plus ample profit margins. Al- 
though in many cases, balance 
sheet statistics as of midyear are 
not available, the January ones in- 
dicate that working capital in re- 
lation to sales is ample and that 
substantial portions of net earn- 
ings are being retained in the busi- 


ness as insurance against a poten- 
tial decline in inventory values. In 
some instances, additional re- 
serves are being established to 
supplement the allowable reserves 
for depreciation of plant and equip- 
ment determined by the taxing 
authorities. If dividends are to be 
maintained on a stable basis later 
on, a liberal share of earnings 
must be set aside for the sizable 
increases in the costs of replace- 
ments and additions now facing 
every industrialist. Otherwise, 
new capital in the form of stocks 
or debts must be raised eventually, 
and this would diminish the share 
of future earnings otherwise avail- 
able for present shareholders. It 
is for these reasons, that share- 
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holders in most of concerns listed 
on our table should not hope for 
substantial rises in dividend rates 
simply because net earnings might 
seem to amply warrant such ex- 
pectations. It will be noted that not 
only do most of the interim earn- 
ings shown indicate an above aver- 
age margin over dividend dis- 
bursements, but that greater lib- 
erality to shareholders has been 
displayed during 1947 thus far 
than in previous periods. While 
this circumstance indicates un- 
usual confidence on the part of 
managements, it should not always 
be construed as a sign of increas- 
ing generosity as time goes on. 
During medium term months, it 
may become more apparent that 
current dividend rates are about 
as high as anyone should have 
hoped for, though there may be 
exceptions to the generalization. 
In gaging present prices for their 
shares, considerable weight should 
be given to this suggestion, in con- 
sidering stable yields. 

Though net earnings of Abbott 
Laboratories for the first half of 
1946 came to $3.05 per share, com- 
pared with $2.96 for the last six 
months of 1946, they dipped to 
$1.11 in the second quarter 
against $1.94 for the three months 
ended in March of the current 
year. In common with most units 
in the drug field, Abbott appar- 
ently experienced smaller volume 
in the second quarter, as pipelines 
became well filled, but replacement 
demand should check the trend. 
This strong concern has ample 
working capital and is carrying re- 
serves of around $2 million against 
inventory values. As the business 
is highly mechanized, labor costs 
are relatively minor considera- 
tions. The current dividend seems 
secure, and the practice of declar- 
ing extras should continue with- 
out interruption. 

Proctor and Gamble’s showing 
for 1947 is much better than would 
appear from the table, for this con- 
cern figured its net earnings after 
deducting $14 million for inven- 
tory reserves and other reserves 
of $1.7 million to cover possible 
losses from foreign exchange. In 
the course of the year ended June 
30. inventories climbed to almost 
$93 million, a rise of about 50%. 
If values should drop by as much 
15%, though, the reserves would 
be adequate to meet the impact 
without slicing into future earn- 
ings. In view of this current strong 
position, the management has de- 
clared dividends to date in 1947 of 
$3.25 per share, $1.25 per share 
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more than in all of 1946, and still 
had plenty left to bolster working 


capital. Colgate-Palmolive-Peet, 
too, has been forehanded in setting 
aside from earnings $2.4 million 
for inventory reserves during the 
past six months, and at that shows 
a wide coverage of dividends by 
reported net earnings. 

Celanese Corporation net for the 
first half of 1947 equalled $1.72 
per share compared with $1.29 in 
the relative 1946 period. Against 
94 cents per share earned in the 
first quarter of 1947, the 74 cents 
earned in the second three months 
is less favorable on the face of it. 
Allowance must be made, though, 
for the near approach of a period 
when profits resulting from ex- 
penditures totalling $37.8 million 
for modernization and expansion 
of facilities will begin to roll in. As 
a result of outlays made during the 
last eighteen months for this pur- 
pose, allowances for depreciation 
rose by about $700,000 in the last 
six months compared with the 
same period last year. In compar- 
ing operating margins for these 
two periods, Celanese held them 
on about an even keel, but during 
the second quarter of 1947, they 
narrowed by about 5%. The con- 
servative dividends paid by this 
concern appear to warrant a high 
degree of vonfidence in their sta- 
bility. 

Lack of space precludes a dis- 
cussion of all the concerns we 
have rated as exhibiting an un- 
usually sound position from the 
viewpoint of stability as we have 
defined it. So many companies in 
our economy are equally blessed 
with able managements, conserva- 
tive policies and sound financial 
structures, that our list could be 
widely extended ,and in each case 
search would disclose perhaps un- 
suspected grounds for investor 
confidence. 





Another Look at the Liquors 


(Continued from page 656) 
a problem for the distillers in 
holding their trade and good will. 

The main basic difficulty with 
the liquor industry is that four or 
five years are required to age its 
whiskies. This factor creates a 
gamble through the _ radical 
changes in grain prices that may 
occur over such an extended pe- 
riod, as well as entailing the use 
of large working capital. On the 
other hand, popular brands of 
straight whiskey, like cigarettes, 
enjoy a certainty of demand lim- 
ited only by the favoritism and 
pocketbooks of their individual 





buyers. For this reason, the time 
and heavy expense required to 
process them properly for market 
has always been justified by the 
satisfactory profit margins ob- 


tainable upon this class of goods. | 
The popular blends of reputable } 


bonded stock with a 70% mixture 
of neutral spirits naturally are 


lower priced, serving well as a} 


substitute when shrinking ware- 
house stocks of straight whiskey 
must be hoarded. Against a pre- 
war normal stock of about 500 
million gallons of bonded whiskies 
the industry has now succeeded in 
accumulating nearly 400 million, 
but about 75% of this will have 
to be aged for the requisite num- 
ber of years before it can be util- 
ized. 


Shifting Competitive Positions 


Hence, regardless of distilling 
capacity or of the numerical gal- 
lons in bond, the share of the total 
representing whiskey already 
over four years of age held by the 
various individual concerns in the 
industry becomes of major impor- 
tance in apprasing the near or 
medium term outlook. Although 
the Big Four distillers, Schenlev. 
Distillers, Seagrams, National Dis- 
tillers and Hiram Walker, Good- 
erham & Worts now hold more 
than 70% of all whiskey owned by 
some 150 units in the industry, it 
is said that Publicker Industries 
has pushed ahead to win first 
place as to distilling capacity. 

Looking ahead a bit, this raises 
the specter of more severe com- 
petition as time goes on, but be- 
cause not until around 1951, can 
its impact be too severely felt be- 
cause of the need for aging stock 
sufficiently. As to current supplies 
of whiskey over four years old, 
Schenley appears to enjoy a spe- 
cial advantage—scanning the esti- 
mated supply of slightly more 
than 100 million gallons held by 
the entire industry. Hiram Walker 
and Publicker are the least for- 
tunate in this respect, apparently. 

But since Schenley leans heav- 
ily upon its sales of blends to sup- 
port volume and profits, its dom- 
inant position is not quite as im- 
pressive as might appear on the 
face. This is because the increas- 
ing multiplicity of blends offered 
on the market, and a natural tend- 
ency to weaken prices has raised 
quite a problem. On top of this, 
consumer resistance to high prices 
for straight whiskey has taken 
the edge off of profits in this 
branch of the trade. Highlighting 
this latter factor has been the 
abrupt drop in prices for compet- 
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ing Scotch whiskies, always so 
popular with American drinkers. 
Imported brands of this kind have 
receded from a level of $8 or $9 
a bottle to close to the price now 
asked for the better grade of do- 
mestic bourbon. 

All in all, the leading concerns 
in the industry should continue to 
enjoy highly satisfactory sales, 
compared with prewar, of their 
popular brands, both bonded and 
blended stock, although substan- 
tially below 1946, as long as the 
national income remains at a high 
level. Whiskey drinkers as a rule 
are highly partial to their favorite 
brands. Hence the established rep- 
utation of the older concerns is a 
decided card in their favor. But to 
meet consumer resistance to high 
prices is rendered difficult by the 
40% Federal tax, plus State 
taxes, added to the sales checks. 
On balance, though, it seems 
rather improbable that new 
brands at lower prices will force 
the leaders to follow suit with 
price tags so low that good earn- 
ings must become a matter of the 
past, or that another major price 
war is in the offing. Past experi- 
ence in prewar taught too many 
sad lessons about such policies. 
tising costs for grains, of course, 
as well as those of wages and sup- 
plies, have tended to narrow profit 
margins and to strain working 
capital positions here and there 
in carrying enormous inventories. 
On the other hand, relief from ex- 
cess profits taxes and excellent 
credit have proved to offset many 
of these handicaps. Reports that 
several large units in the industry 


have been cutting production 
down are true, but the chances are 
that this move was largely 


prompted by a desire not to have 
too much whiskey of the same age 
mature a few years from now. 
As for dividends, while chances 
for near term improvement are 
slim, due to capital needs, there 
seem to be few grounds for worry 
over current distribution rates, 
during 1947 at least. Most of the 
more important concerns in the 
industry could experience quite a 
substantial drop in earnings be- 
fore any dividend cuts would be- 
gin to crop up. Shares of the 


soundest concerns, therefore, 
seem to be rather reasonably 
priced. 





Pros and Cons in 
Steel Potentials 





(Continued from page 650) 
to serve customers in the prox- 
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SUMMARY OF ANNUAL REPORT 
REEVES BROTHERS, 


Manufacturers, Finishers and Converters of Textiles 


INC. 


Tuis Report covers the first full year of operations of the Com- 
pany and its subsidiaries since completion of the integration pro- 
ceedings in 1946. As at June 30, 1947 the Company's consolidated 
balance sheet, as audited and presented in the annual report to 
stockholders, shows total assets of $21,936,473.42; total current 
assets of $15,717,073.31; total current liabilities of $4,687,729.73 


and earned surplus of $12,362,082.49. 


CONDENSED CONSOLIDATED STATEMENT OF INCOME 
Fiscal Year ended June 30, 1947 


Gross Sales, less discounts, returns and allowances. . 


Net Profit—before provision for State and Federal taxes 
GE OR Cec cueatsanacanas 
Provision for State and Federal Income Taxes ........... 


Net Profit—before minority interests ...............+-- 
Minority Interests ...............- 


Wet Bight 5 <3 oc tees aeees sce: 


Earnings per share on Common Stock... . 


A copy of the Annual Report, which includes the financial 
4 statements of the Company, may be obtained upon request. 


J. M. Reeves, President. 


$49,025,066.01 


$7 258,491.57 : 
3,127,161.54 
$4,131,330.03 
2,280.04 
$4,129.049.99 


$3.63 





REEVES BROTHERS, INC. 





54 Worth Street, New York 13, N. Y. 


> 








imity of its own plant, so as not 
to be burdened with heavy freight 
charges on distant shipments. 

In the current period of scarci- 
ties steel companies have been re- 
jecting orders from consumers at 
outlying destinations, preferring 
to concentrate deliveries in smaller 
areas. For example, National Steel 
is endeavoring to restrict ship- 
ments from its Great Lakes plant 
as much as possible to the Detroit 
area, while American Rolling Mill 
would prefer to serve customers 
in the vicinity of Middletown, 
Ohio, reducing shipments to con- 
sumers as far away as Chicago or 
Detroit. Although consumers near 
steel production centers may feel 
they are being discriminated 
against under the basing-point 
system, smaller concerns located 
at a distance from basing points 
are enabled to stay in business 
only because they obtain raw ma- 
terials at the same price as users 
situated nearer sources of supply. 
The system tends to equalize op- 
portunities of steel consumers by 
limiting the advantages. of 
stronger and strategically located 

fabricators. 


What the outcome will be of the 
Government’s latest assault on 
“basing-point”’ practices is impos- 
sible to forecast. The Supreme 
Court is expected to hear argu- 
ments next month in a case initi- 
ated by the Federal Trade Com- 
mission against cement producers 
who employ a similar plan in quot- 
ing prices. The commission ap- 
parently is striving to enforce a 
policy of establishing prices based 
on point of shipment with actual 
freight charges added. This would 
be advantageous for users having 
plants near production points, but 
manufacturers in the mid-west, 
for example, would be at a dis- 
tinct disadvantage, because steel 
mills in that area would be unable 
to supply all the demand and 
many consumers would have to 
look to producers at distant points 
for their supplies, thereby burden- 
ing themselves with high freight 
charges. Presumably the forth- 
coming decision in the cement liti- 
gation may have a determining in- 
fluence on prosecution of charges 
affecting steel producers. In any 
event, price trends over the re- 


mainder of the year are unlikely 
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Beneficial 
Industrial Loan 
Corporation 


DIVIDEND NOTICE 
Dividends have been declared by 
the Board of Directors, as follows: 
CUMULATIVE PREFERRED STOCK 

$3.25 Dividend Series of 1946 
$.81!/, per share 
(for quarterly period ending 
September 30, 1947) 
COMMON STOCK 
$.30 per share 
Both dividends are payable Sep- 
tember 30, 1947 to stockholders of 
record at close of business Sep- 
tember 15, 1947. 


PuHILip KAPINAS 
Treasurer 





September 3, 1947 





ROME CABLE 


CORPORATION 
DIVIDEND NOTICE 


The Board of Directors of Rome Cable 
Corporation has declared Dividend No. 5 
for 30 cents per share on the 4% Cumula- 
tive Convertible Preferred Stock of the 
Corporation, payable October 1, 1947, to 
holders of record at the close of business 
on September 10, 1947. 


The Directors also declared consecutive 
Dividend No. 34 for 15 cents per share on 
the Common Capital Stock of the Corpora- 
tion, payable October 1, 1947, to holders 
of record at the close of business on Sep- 
tember 10, 1947. 

JOHN H. Dy _EtTrt, Secretary 


Rome, New York, September 3, 1947 





to be upset by the commission’s 
action. 


Stabilizing Factors 


In favor of continuation of sub- 
stantial earnings over coming 
months is the prospect for mainte- 
nance of basic wage rates for at 
least another half year to next 
April and current freight rates 
through the remainder of 1947. 
Coal and ore costs seem unlikely 
to rise further before next year 
at the earliest inasmuch as wage 
schedules of miners have been 
fixed by agreements running for 
several months. Scrap steel costs 
may not decline much from recent 
high levels, but the runaway ad- 
vance probably has been checked. 
Hence, operating costs appear to 
be under control by leading steel 
producers. This situation is espe- 
cially important for smaller con- 
cerns which must depend on in- 
tegrated companies for semi-fin- 
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ished steel products. 

Demand for finished steel prom- 
ises to remain tight throughout 
the winter if not well into 1948. 
Aside from urgent domestic re- 
quirements from the automotive, 
farm equipment and household 
appliance industries, export mar- 
kets appear destined to take sub- 
stantial quantities of American 
steel. Decision “of the United 
States and British authorities to 
enlarge industrial production in 
occupied areas of Germany to pro- 
mote European recovery means 
that the American steel industry 
will be called upon to supply struc- 
tural products, rails and other ma- 
terials to rehabilitate German coal 
mines, steel mills and railroads in 
the Ruhr Valley. : 

Shipments to Europe are ex- 
pected to extend over the next six 
to eight months under the Mar- 
shall program. American produc- 
ers probably will be asked to ship 
about 120,000 tons of the esti- 
mated 420,000 tons needed. Final 
decisions on allotments are ex- 
pected to be made in the next 
few weeks. 

In addition to exports under the 
Marshall plan, other consumers 
abroad will be in the market for 
modest amounts of steel to the ex- 
tent permitted by foreign ex- 
change supplies. This factor tends 
to stimulate domestic demand on 
the part of consumers interested 
in building up inventories in an- 
ticipation of still higher prices. It 
has been apparent for some time 
that inventories of numerous steel 
products have been far out of bal- 
ance. While sheets and pipe have 
been especially scarce, many 
small products, such as wire, rods, 
nuts and bolts, etc., have been 
more abundant but have been ac- 
cumulated by consumers on the 
theory that inflationary forces 
would send prices steadily higher. 
Hence, such inventories moving 
into finished goods contribute to 
wider profit margins now that ad- 
ditional price advances have be- 
come effective. Manufacturers 
naturally consider replacement 
prices in calculating costs. 

Steel consumers also are build- 
ing up inventories wherever pos- 
sible in preparation for future de- 
lays in receiving shipments. It is 
evident, for example, that steel 
producing facilities here and there 
must be shut down for repairs. 
Many furnaces have been operat- 
ing without interruption for ex- 
tended periods. Occasionally such 
repair projects cause disruptions 
in customers’ plants. A recent an- 


nouncement by a large mid-west- 


ern producer that it would bef 


compelled to eliminate for a time 
production of much of its hot- 
rolled bar output caused con- 
sternation among consumers, ac- 
cording to the Iron Age, which 


pointed out that such customers | 


would be without a regular source 
of supply for an important part of 
normal requirements. 

Situations such as this cause 
steel users to keep on hand as 
large quantities as possible of es- 
sential products. Because costs ap- 
pear to be holding to a strong up- 
trend, consumers are not disturbed 
as yet over possible losses on in- 
ventories on hand. However, the 
lack of balance in inventories 
throughout the industry presents 
a source of potential trouble when 
demand begins to slacken. 


Greater Efficiency Sought 


In addition to abnormal factors 
that threaten to cause trouble, 
steel producers recognized high 
wage scales as an element of 
danger certain to be encountered 
in the not distant future. Man- 
agements already are busily en- 
gaged in searching for remedies. 
New methods of production are 
being studied to cut labor costs. 
This trend was discussed in the 
article in this magazine previously 
mentioned. Successful tests have 
been made in a system of “pres- 
sure blowing” designed to in- 
crease output without enlarging 
furnace capacity. In other words, 
the old process is speeded up to 
such an extent that output may 
be boosted as much as 20 per cent 
with no increase in manpower. 

Production also may be accel- 
erated with use of large quan- 
tities of oxygen in open hearths. 
Ordinary fuels are made increas- 
ingly effective with ‘consequent 
economies in time required in 
melting ore and scrap. These proc- 
esses thus offer the hope of sub- 
stantial savings and at the same 
time effectively enlarge produc- 
tion without involving construc- 
tion of additional facilities. In ef- 
fect, installed facilities thus pro- 
vide greater potential sources of 
output. 

Wider adoption of modern pro- 
duction methods is responsible in 
part for the prospect of 1947 out- 
put of about 85 million tons, com- 
pared with 90 million in 1944 and 
only 67 million last year. Steel- 
making capacity is placed at 
slightly more than 91.2 million 
tons of ingots and steel for cast- 
ing. 
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Discussions of Anti-Trust 
Charges 





(Continued from page 637) 


| of underestimating this program. 


It is no idle gesture. The Admin- 
nstration means what it says, and 
has thrown all the resources of 
the government behind this cam- 
paign to see that it gets results. 
One little-mentioned phase of the 
program is the fact that the great 
majority of G-men, some esti- 
mates range as high as 80 per 
cent, have been switched to the 
antitrust campaign. 

The Federal Trade Commission, 
which is handling the case against 
the steel companies, has a “no 
comment” answer when ques- 
tioned on it’s future activities. 
But it is obvious that FTC, as weil 
as the Interstate Commerce Com- 
mission, will be on the lookout for 
ali infractions, or what they think 
are infractions, of the law by 
business. 

And beside the threats of se- 
vere penalties which go along 
with this program, any increase in 
antitrust activity is going to be 
that much more of a problem for 
business. The odds are against 
them: Of the 70 antitrust cases 
handled by the Department of 
Justice in the two years in which 
Tom C. Clark has been Attorney 
General, 67 have been settled. All 
but eight against the defendants! 

Business, particularly “big 
business,” faces a thorough inves- 
tigation, with every move well- 
publicized, and no quarter given. 

Both the White House and the 
Department of Justice have em- 
phasized that they mean every 
word of what has been said so 
far, and it would be foolish for 
any businessman to take the view 
that this is just so much more 
government hoopla, which will be 
dropped once the exictement dies 
down. Business is on the spot. 





Appraising Prospects of Oils 
From Here On 








(Continued from page 647) 
desired. 


Oil Shortages 


The refinery expansion, how- 
ever, has not been sufficient to 
take care of present record need 
in the Middle West, where re- 
finery operations have increased 
sharply, and crude production in 
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the area has been declining, 
crude inventories have been de- 
pleted and it has been necessary 
to move in crude from other 
sections by high-cost railroad 
transportation. However, not ail 
refineries in the area are pres- 
ently equipped to process the 
high sulfur-content crude, from 
West Texas, which is one area 
having a surplus available for 


shipment elsewhere. Several 
companies in the Middle West 
have been forced to allocate 


gasoline shipments to jobbers and 
distributors during the summer 
months. 

The East Coast, by utilizing 
uneconomical refinery units, prob- 
ably can meet demands in the 
immediate future, providing the 
winter is not abnormally cold.The 
Gulf’*Coast has adequate supplies 
both of crude and refined products 
for immediate needs. 

What has made it necessary to 
utilize all available plants, includ- 
ing uneconomical topping units 
and shut-down plants, to meet 
present demands, has been the 
difficulty in getting steel and 
other materials for completion of 
planned expansion. Not much new 
pipe line and refinery capacity 
will be available before the end 
of this year. 

The industry is now planning 
to construct refinery facilities 
having a capacity of about 450,- 
000 barrels of crude daily, but 
construction of such facilities will 
take from six to 24 months from 
start of construction. Expendi- 
tures for refining facilities in the 
two years, 1947-48, are estimated 
to exceed $1.1 billion. In addition, 
it is planned to spend about $440 
million during the two years to 
build new pipe lines and expand 
old ones, also to invest about $480 
million in new marketing facili- 
ties. 

In expanding crude oil produc- 
tion, an estimated $2 billion. is 
being spent in the 1947-48 period. 

One result of the American 
public’s seemingly insatiable ap- 
petite for oil has been that for- 
eign reserves are now piling up 
faster than domestic. Although 
the United States production of 
crude continues at about two 
thirds of the world’s total, this 
country’s production of petroleum 
products also is about two thirds 
of the world’s total. Foreign re- 
serves have been _ increasing 
rapidly, and are now nearly twice 
as large as U. S. reserves. Dur- 
ing the war, American oil was 
shipped generously to other coun- 








ICELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N. Y. 





HE Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 
The regular quarterly dividend for 
the current quarter of $1.1834_per 
share, payable October 1, 1947 to 
holders of record at the close of busi- 
ness September 16, 1947. 

7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable October 1, 1947 to holders of 
record at the close of business Sep- 
tember 16, 1947. 


COMMON STOCK 
40 cents per share, payable Sep- 
tember 30, 1947 to holders of record 
at the close of business September 
16. 1947, 
R. O. GILBERT 
Secretary 


September 2, 1947 












DIVIDEND NOTICE 






The Board of Directors of Can- 








3 ada Dry Ginger Ale, Incorpo- 
# rated, at a meeting thereof held 
ca on August 26, 1947 declared the 
# regular quarterly dividend of 
3  $1.0625 per share on the $4.25 
2 Cumulative Preferred Stock and 
#2 a dividend of $0.15 per share on 
es the Common Stock; both pay- 
able October 1, 1947 to stock- 


holders of record at the close of 
business on September 15, 1947. 
Transfer books will not be closed. 
Checks will be mailed. 


Wo. J. WILLIAMS, 
V. Pres. & Secretary 








WARD BAKING COMPANY 
* DIVIDENDS . 


The Board of Directors has declared 
the quarterly dividend of $1.37'4 a 
share on Preferred Stock and a divi 
dend of 15 cents a share on the Com 
mon Stock both payable October 1 
1947 to holders of record September 


12, 1947 
L. T. MELLY 
Treasure: 
475 Fifth Avenue 
New York 17, N. Y 
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tries, and since the end of the 
war there has continued foreign 
buying of U. S. oil products. Be- 
cause of the present temporary 
difficulty in keeping oil supply up 
to domestic demand, the Depart- 
ment of Commerce on July 1 re- 
imposed export controls. 


Crude Oil Imports Exceed Exports 


As regards crude, the United 
States this year for the first time 
since 1922 is importing more 
than it is exporting. At present 
some 450,000 barrels of crude 
daily is being brought into this 
country from South America. 

In foreign fields, however, as 
well as in this country, American 
oil companies are dominant. In 
the South American field, Stand- 
ard Oil of New Jersey and Texas 
Co. are outstanding in develop- 
ment work. In the Middle East, 
where potentialities are stupen- 
dous, Standard Oil of New Jersey, 
Socony Vacuum, Standard of 
California, Texas Co. and Gulf 
hold important concessions. The 
military importance of the poten- 
tially vast Middle East oil supply 
is what has been causing the in- 
ternational jockeying and friction 
in the Mediterranean area. 

Neither the South American 
nor the Middle East fields will be 
in a position to contribute to max- 
imum extent to world oil needs 
until about 1951. In South Amer- 
ica, transportation difficulties are 
the main problem, inasmuch as 
the bulk of undeveloped resources 
lies east of the Andes. In the 
Middle East, also, it will be some 
years before pipe lines can be 
completed to make the oil supply 
available in large quantities for 
transport in tankers. 

In the industry it is estimated 
that by 1951 the U. S. demand 
for crude oil will be some 23% 
above the 1946 level, the world 
demand about 30% higher than 
last year. It is estimated that 
total available crude oil supply by 
1951 are expected to be about 
15% higher than 1946, total re- 
finery runs up about 27%. 

Chief refinery expansion is ex- 
pected to be in the Near East, 
adjacent to the big oil fields in 
that area. The Near East oil, how- 
ever, will be needed to meet the 
demands in Europe and Asia. 

Oil consumption in the eastern 
hemisphere was abnormally low 
in 1946, but is likely to be ex- 
panded sharply from present 
level, particularly in view of coal 
shortages and plans for recon- 
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struction. Consumption in the 
eastern hemisphere in 1946 was 
only 14 gallons per capita, com- 
pared with 571 gallons per capita 
in the United States and 95 gal- 
lons per capita for the rest of the 
western hemisphere. This year 
the per capita consumption in the 
United States is 574 gallons. 


Oil Companies Face Huge Demand 


What has been contributing to 
the tremendous postwar demand 
for oil products in the United 
States have been: increasing use 
for automobiles, buses and 
trucks; continued heavy military 
requirements; the high level of 
industrial production that has re- 
sulted in increased demand for 
heavy fuel oil and _ industrial 
lubricating oils; farm prosperity 
that has stimulated mechaniza- 
tion of farm production; switch 
to Diesel power from coal and 
other fuels, particularly on the 
railroads; the trend toward use 
of oil for heating in place of coal; 
heavy demand for liquified petro- 
leum gas in rural and small-town 
areas; demand for various new 
products of the oil industry. 

Important for the future of the 
oil industry is the strong growth 
trend in use of natural gas and 
various chemical products that 
research has developed from 
petroleum. Among new chemical 
products are synthetic rubber, 
plastics and insecticides. Both 
natural gas and chemical prod- 
ucts are expected to show further 
big gains in the future, with re- 
sultant benefits to company earn- 
ings. 





Under Keener Competition 
Outlook for Chemicals — 





(Continued from page 654) 


Heavy Chemical Companies 
Attract Investors 

*The important point, however, 
is that although the inhabitants 
of the United States annually 
consume more than $1 billion of 
pharmaceuticals, there is present 
today so marked a price distor- 
tion relatively to the over all eco- 
nomic picture that investor atten- 
tion is automatically attracted to 
the heavy chemical producers 
rather than to the drug com- 
panies. This fact has received 
emphasis in recent markets. 

The current preference for the 
heavy chemical producers is well 
justified. Investment in heavy 
chemicals is investment in the 


growth potential of the American 
economy as a whole but with the 
added advantage of acceleration 
of increase of capital worth. In 
1939, for example, total national 
income deriving from industry 
amounted to $72,500,000,000, a 


decrease of almost $15 billion | 


from 1929. Chemicals and allied 
products on the other hand, pro- 
duced $1,205,000,000 of national 
income, an increase over the 
$1,136,000,000 figure of 1929. 
1946’s national income was slight- 
ly more than double that of 1929 
but the contribution made by the 
chemical industry was almost 
three times as great as it had 
been in that once-thought fabu- 
lous year. This achievement was 
made despite the fact that for 
most of 1946 the price of chemi- 
cals had shown almost no ad- 
vance from pre-war figures com- 
pared with the marked increase 
that had occurred in almost all 
other prices. The rise in profits 
arose from enlarged post-war 
sales. 

It had been said that the 
boundaries between the sciences 
has now vanished, that mathe- 
matics has passed into mechanics, 
mechanics into physics and phy- 
sics into physio-chemistry. Cer- 
tain it is that the once clear de- 
marcation between the chemical] 
industry and that of industry in 
general has now totally vanished. 
DuPont, for example, once the 
arsenal of the American Revolu- 
tion, now produces not only ex- 
plosives but an _ infinitude of 
chemical products including paints 
and by the magic of its chem- 
istry, nylon, the product of coal 
and air. Even Canadian Pacific 
Railroad finds itself indirectly, 
through its 51 percent ownership 
of Consolidated Mining and Smelt- 
ing Co. of Canada, a prime manu- 
facturer of chemicals and fertil- 
izers. The petroleum companies 
have left far behind them the 
simple distillation of gasoline and 
have entered heavily into the 
chemistry of hydro - carbons. 
Standard Oil Co. of New Jersey 
and Pittsburgh Consolidation Coal 
Co., ranking competitors in the 
field of fuels, assiduously co- 
operate in experimentation upon 
the gasification of coal and the 
chemistry of its by-products. 
Structural metal could not so use- 
fully nor so cheaply serve us 
were it not for the welding made 
possible by the oxygen and acet- 
ylene gases produced by such 
companies as Air Reduction. Our 
paints, foods, textiles, paper, 
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road transportation, ore refining 
and all the multitudinous works 
which go on in our industrial or- 
ganism are based upon the co- 
joint use of chemicals. Their 


| progress is dependent upon the 


pace of development and experi- 
mentation of the chemical indus- 


try itself. 


It is because of this that, ex- 
cepting the food industry and 
tobacco manufacturers, the chem- 
ical industry was the only major 
manufacturing group to show 
significant profits at the depres- 
sion low of 1932 and ran second 
only to food processing in profit- 
ability in 1933. By 1940 it had 
even outstripped food processing 
and in that year of industrial 
boom was exceeded only by the 
totality of America’s builders of 
non-electrical machinery. 

For an industry with so rela- 
tively low a total capitalization, 
this achievement is astonishing. 
To be able to surpass even food 
processers in profitability and to 
press hard against iron and steel 
and machinery manufacture as 
occurred in 1941 was a feat which 
designated the chemical com- 
panies as America’s prime invest- 
ment. 

It is of course true, as a gov- 
ernment report tells us, that 
“The market situation in indus- 
trial chemicals is dependent to a 
large extent upon the general 
business activity. Work stoppage 
or reduction of activity in other 
industries have a profound, if de- 
layed, action upon the chemical 
industry.” But that action has 
never yet, for the chemical indus- 
try as a whole, resulted in un- 
profitable operations. It: has 
merely reduced the profit and has 
been followed invariably by a 
more rapid recovery than that en- 
joyed by industry at large. Para- 
doxically, it benefits by the de- 
velopment of what at first glance 
would appear to be serious com- 
petitive threats from other lands. 
It benefits because the scientists 
who control the industry’s devel- 
opment form a brotherhood of in- 
tellect and, plaints by anti-trust 
suits notwithstanding, trade in- 
formation and developments with 
a surprising freedom. 

The secret of the progress of 
the chemical industry is that 
what is waste to others is raw 
material for chemical producers; 
raw material which when trans- 
formed by chemistry enlodges it- 
self unshakably within the econ- 
omy. 
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As an example, consider plas- 
tics. Not until 1927 was cellulose 
acetate plastic produced commer- 
cially in this country, but since 
then production has grown to 
more than 65 million lbs. Or DDT, 
first synthesized in 1874 by a 
young German chemistry student, 
and which lay dormant until the 
late 1930’s when a _ research 
worker in Switzerland discovered 
its remarkable insecticidal prop- 
erties. 


Permanent Chemical Progress 


Each advance made by the 
chemical industry is a permanent 
one. Each new product not only 
satisfies a need but enlarges the 
industrial horizon by enabling 
wished-for products or hoped-for 
mutations of old products to 
achieve reality. In so doing the 
market for the output of the 
chemical plants grows wider, its 
penetration of other industries 
more incisive. 

In practical terms, such devel- 
opments raised U.S. exports of 
household and industrial insecti- 
cides to British India from $126,- 
000 in 1937 to over $7,000,000 in 
1945 and exports to the whole 
world from $1,364,000 to $10.- 
652,000. Thus, the social worth 
of the astonishing chemical ad- 
vances of our time is translated 
immediately into earning power; 
into earning power which pro- 
gressively enhances the capital 
value of the investor’s dollar. 





Italy Forges Ahead 





(Continued from page 644) 


exports — go to the countries 
which have no freely convertible 
currencies. On the other hand, 
the bulk of Italian imports has to 
be vaid for in dollars. 

But the providing of industries 
with the necessary raw materials 
and coal is only one part of the 
problem that Italy has to grapple 
with. Italy also needs to modern- 
ize her industries. If she is to 
export more in the future—in or- 
der to regain at least the prewar 
standard of living—she also needs 
new export industries. Here again 
the United States came to Italy’s 
assistance. The $100 million loan 
“earmarked” for Italy last Janu- 
ary is to aid primarilv the export 
industries. A $10 million loan out 
of the $100 million commitment 
went recently to the Fiat Auto- 
mobile Works in Turin; Monteca- 
tini, a big corporation manufac- 

















now in buying range? 
A® Airline Stocks selling at 

levels that represent out- 
standing values? Some show price 
declines of 50% to 80% from their 
1946 highs. One $70 stock is now 


15; a $45 issue is now 7; a $35 
stock is now 6. 


Do profit opportunities exist in this im- 
portant’ group? Read our new Report on 
this industry giving essential data and ad- 
vice on the following issues: 


Amer. Airlines Braniff Airways 
Chi. & South. Delta Air Lines 
Eastern Air L. National Airl. 
N’west Airlines Pan Am. Airways 
Penn-Central A 


United Air L. Western Air L. 


For an introductory copy — 
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210 Newbury St. Boston I6, Mass. 
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Don’t Be Confused 
by the Market’s Action 


922 CHARTS 


in the new September issue of 


GRAPHIC STOCKS 


will help guide your decisions by 
giving you the opportunity to judge, 
at a glance, the significance of stock 
trends since 1936 — nearly twelve 
years. 


Shows @ Monthly High and Lows 
e Earnings 
@ Dividends 
e Capitalizations 
@ Volume 


on virtually every active stock listed 
on the N. Y. Stock and Curb Ex- 
changes. 

This 160-page book of 922 charts, 
Spiral bound, is now available. For 
prompt delivery mail your order for 
the September issue today. 

SU OO ooh fncnscncreceatciscace $10.00 
Yearly (Six revised books).......... 50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 
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turing chemicals and plastic and 
metal products, got $9 million; 
and Pirelli, a leading tire manu- 
facturer, received $4 million. Ital- 
ian industries are, however, not 
only looking for dollar loans for 
re-equipment. They also need 
technical assistance. It has been 
reported that International Gen- 
eral Electric may expand its Ital- 
ian subsidiary, while U. S. Steel is 
presumably interested in co-oper- 
ations for export in the Near East 
area with the leading Italian steel 
making firm. 


Italian Labor and Marshall Plan 


Hence Italy needs more indus- 
tries and better equipped indus- 
tries if she is to constrain suc- 
cessfully the spread of commun- 
ism within her borders. The 
standard of living of her people 
can be raised only if Italian labor 
is more efficiently employed. The 
gifted, hard working Italian peo- 
ple by and large are under- em- 
ployed either by raising food on 
rocky mountain slopes of their 
homeland or by doing some men- 
ial job of no great economic im- 
portance. And this at a time when 
the cost of labor is becoming one 
of the most important price fac- 
tors and when the Continent of 
Europe is suffering from great 
shortage of labor. 

More effective employment of 
Italian labor would not only help 
Italy but could become a factor 
of great importance in the recov- 
ery of Western Europe. Western 
European food production could 
be. materially bolstered with Ital- 
ian workers on French farms. 
British and Belgian mines could 
use Italian labor, and, as a matter 
of fact, some such arrangements 
are already being made. At the 
same time it is quite possible, 
should Western Europe decide on 
such a dynamic expedient as the 
establishment of a free-trading 
area, that Italy, because of the 
surplus of labor, would get a 
larger share of the new indus- 
tries. 

The United States’ resolve to 
help Italy get economically on her 
feet will be greatly aided if West- 
ern Europe decides to pool her 
resources in response to the Mar- 
shall Plan. As a matter of fact, 
the more far-reaching the pro- 
gram, the better for Italy. Long 
before the United States sug- 
gested that Western Europe re- 
move all obstacles to greater pro- 
duction of exchangeable goods by 
establishing a free-trade area, 
Italian Foreign Minister Count 
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Carlo Sforza came out with a bold 
proposal for a French-Italian cus- 
toms union. Italy has nearly 3 
million unemployed, he said, while 
France needs some 2 million work- 
ers on her farms and in her indus- 
tries. Why not redistribute work- 
ers? Why not let France make all 
the iron and steel, since she can 
make them more efficiently and 
hence cheaper. Italy would be will- 
ing to buy all her steel from 
France, should the Italian metal- 
lurgical products be given free ac- 
cess to the French market. 

To us, all this sounds very sen- 
sible. If Italy and France alone 
reached an economic reapproche- 
ment—not to mention the whole 
of Western Europe—many prob- 
lems would be settled. France has 
a vast colonial domain in Africa, 
most of which is undeveloped be- 
cause not enough French techni- 
cians can be persuaded to emi- 
grate. On the other hand, Italy 
has thousands of capable engi- 
neers and hardworking farmers, 
but no outlet for them. The popu- 
lation of Italy is becoming a prob- 
lem. It has been increasing at the 
rate of nearly 500,000 a year, al- 
most half as much as the United 
States. Italy’s population, settled 
on an area not much larger than 
California, is now 5 million, or 
nearly 6 million greater than that 
of France. 

Unfortunately, the French ig- 
nored Count Sforza proposal. 
They may have felt that by help- 
ing Italy, struggling against ever 
heavier odds, they would handi- 
cap their own recovery. However, 
we may yet see the Sforza pro- 
posal acted upon, perhaps even 
on a larger scale. 


Inflation Problem 


As was shown, the primary ob- 
ject of American assistance to 
Italy was to bolster up the present 
democratic, middle-of-the-road 
Government of Premier Alcide de 
Gasperi by speeding up the recov- 
ery of the country. But there are 
other problems of equal impor- 
tance. These, however, Italy must 
solve herself. The most urgent of 
them is the checking of inflation. 
Communism would have lost most 
of its appeal among the Italians 
a long time ago, if it were not for 
the hardships that inflation has 
inflicted on the long-suffering, un- 
dersupplied masses of Italian peo- 
ple—and also if it were not for 
the great contrast between the 
dire poverty, on one hand, and, on 
the other hand, the great wealth 


amassed by speculators, foreign 
exchange dealers, lobbyists and 
other opportunists who ride the 
inflation wave. 

Inflation is an old story in Italy. 
It had its root in the extrava- 
gances of the Mussolini regime. 
The Ethiopian war and later the 
Second World War intensified it. 
Then came the Germans with 
printing presses and finally the 
Republic with its huge budgetary 
deficits, largely due to the expen- 
ditures for the rebuilding of rail- 
ways, highways, public utilities, 
and homes. One would not be very 
far from the truth in saying that 
the physical reconstruction of 
Italy has been financed by a print- 
ing press, and one could also add 
that it was an unfair distribution 
of the reconstruction burden. 

Inflation in Italy is rapidly be- 
coming the run-away type. As 
will be seen from the accompany- 
ing table, the wholesale price in- 
dex advanced during the first five 
months of this year by at least 45 
per cent and is now 52 times 
higher than in 1938. It was only 
26 times higher than in 1938, just 
one year ago. Since the average 
incomes are only about 25 times 
greater than before the war, the 
real income of the Italian wage 
earners is only one-half of what it 
was in 1938 — when, compared 
with the American incomes, it 
was already very low. Most of the 
Italians, one could say, live close 
to the subsistence level. 


Restoring Confidence in the Lira 


Somewhat belatedly, the Italian 
Government decided on measures 
aimed at checking the inflation. 
The balancing of the budget will 
be impossible for many years to 
come, but it is hoped that the 
deficit can'be reduced by the abol- 
ishing of food subsidies and cut- 
ting down on the expeditures for 
public works. At the same time a 
drastic capital levy is expected to 
bolster up the revenues. The levy 
becomes nearly confiscatory for 
wealthy Italians who will be re- 
quired to surrender over 60 per 
cent of their fortunes. The capi- 
tal levy applies to even personal 
holdings such as jewelry and fur- 
niture. 

The Italian currency, the lira, 
cannot be, of course, stabilized 
successfully until inflation is ar- 
rested. There has been little con- 
fidence in the lira which in recent 
months sold in the black market 
as low as 850 lire for one dollar. 
The official quotation for the dol- 
lar was raised last month from 
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HOLDING 
WRONG 
STOCKS? 


Don’t sit tight—it may be 
costly! Right now, check 
with Babson’s. Simply attach 
list of 7 ot your securities 
to this ad and mail to us. 
We'll tell you it clients have 
been advised to Hold or 
Switch them No cost or 
obligation. 
Write Dept. M-55. 
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LOEW'S INCORPORATED 


“ THEATRES EVERYWHERE "’ 
September 3rd, 1947 
HE Board of Directors has declared a 
quarterly dividend of 37M%4c per share 
on the outstanding Common Stock of the 
Company, payable on September 30th, 
1947, to stockholders of record at the 
tlose of business on September 13th, 

1947. Checks will be mailed. 

CHARLES C. MOSKOWITZ, 
Vice President & Treasurer 








Allied Chemical & Dye Corporation 
61 Broadway, New York 


August 26, 1947 

Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 106 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 
Company, payable September 20, 1947, 
to common stockholders of record at the 
close of business September 5, 1947. 


W. C. KING, Secretary 








Martin-Parry Corporation 
DIVIDEND NOTICE 
The Board of Directors has declared a 
dividend of fifteen cents (15c) on the 
Capital Stock of the Corporation, pay- 
able October 4, 1947, to stockholders of 
record at the close of business Septem- 


ber 20, 1947. 
T. Russ Hut, President 
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225 lire to 350 lire, apparently in 
an effort to bring the official and 
the black market quotations closer 
together. The eventual stabiliza- 
tion of the lira near the present 
black market rate would probably 
encourage tourist traffic. In the 
pre-war years, tourist expenditures 
were-an important item (together 
with emigrant remittances) help- 
ing to balance Italy’s international 
payments. 


There are a number of other 
problems that will have to be 
solved. For example, the present 
law prohibiting the dismissal of 
workers and forcing employers to 
continue paying wages to the 
workers for whom there are no 
jobs, will have to be modified. As 
a result of this, many an Italian 
enterprise not only lost its entire 
working capital, but went to debt 
to the Government which had to 
supply money for the payrolls. 
This practice also explains why 
the Italian Reconstruction Insti- 
tute (IRI), a kind of Reconstruc- 
tion Finance Corporation, con- 
trols nearly one-quarter of all 
Italian industries. The socialists 
and the communists urge that the 
enterprises controlled by the IRI 
be nationalized. Their opponents 
want the enterprises to be sold to 
private entrepreneurs. The com- 
munists and socialist controlled 
factory (production) committees 
which can interfere in the man- 
agement of plants have also been 
a drag on private enterprise. 


One could conclude that for the 
first time since the end of the war, 
the situation in Italy is beginning 
to look really hopeful. As was al- 
ready pointed out, there may be 
set-backs. Moreover, Italy will 
continue to be dependent upon our 
and other outside help. Neverthe- 
less the possibility of the over- 
throw of the Government by the 
communists is growing less. One 
could end with the words of Mr. 
Sumner Welles: “Italians are at 
last being given a chance, because 
of the help given them by the 
United States, of making their 
country a liberal and progressive 
democracy, fitted to fill the posi- 
tion which Italy should rightfully 
occupy in a regenerated Europe.” 





Free Market 
in Gold 





(Continued from page 635) 


and even in our own country the 
pressure of inflation is evident in 


rising commodity prices. But the 
fallacy of attempting to counter- 
act this trend with monetary 
tinkering such as currency deval- 
uation should be evident to all. It 
would intensify, not combat in- 
flation, over the longer term. Also, 
no one in his right mind can con- 
sider it desirable to make the pur- 
chasing power of his money less 
and the buying power of the cur- 
rency of a foreign buyer greater. 
Such a procedure will enable for- 
eign buyers to obtain goods here 
more easily and in greater volume 
but it would, at the same time, 
make it harder for the domestic 
consumer to cover his demands. 
On top of that he would have to 
pay a higher price for imported 
goods, or goods made from im- 
ported raw materials. In the end 
he would find that he is the loser. 
From a national viewpoint, it is 
tantamount to dissipation of our 
resources — hardly the road to 
prosperity. But basically it is just 
that what proponents of dollar de- 
valuation suggest we should do. 


To sum up, there exists no valid 
reason why we should devalue our 
dollar, now or in the foreseeable 
future. We can far more effec- 
tively aid world recovery by keep- 
ing our currency sound and stable, 
our economy strong. Nor could 
any useful purpose be served by 
restoration of a free gold market 
under present unsettled world 
monetary conditions. These would 
be aggravated, not improved 
thereby. Fundamentally, the 
world’s ills are rooted in lack of 
production rather than lack of dol- 
lars. Supplying more dollars—in 
whatever fashion—without effec- 
tive steps abroad to stimulate pro- 
duction would only deepen ex- 
isting difficulties. 


Britain’s hapless situation is 
an excellent case in point. We 
have supplied her generously with 
dollars but our help has led to no 
lasting improvement because pro- 
duction of goods continues to lag. 
Her dependence on American aid 
today is as great as ever; her 
fiscal situation has vastly deter- 
iorated. Had England a free gold 
market today, the rush from Ster- 
ling into gold would be terrific. 
Should we cheapen our currency 
so as to furnish more dollars, 
what assurance have we—in the 
absence of real steps to regener- 
ate production—that the outcome 
would be different ? 


What about the security holder? 
How would dollar devaluation af- 
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fect him? Gold shares of course 
would spurt handsomely if the 
gold price were increased, for gold 
mining companies would be the 
principal beneficiaries. Other share 
prices, however, might respond 
far differently. In the long run, of 
course, devaluation should make 
for higher prices to compensate 
for the higher dollar value of the 
assets that security ownership 
represents. Naturally there would 
be no such a thing as an immed- 
iate step and sustained uptrend; 
it would be a gradual rather than 
a rapid process, just as the infla- 
tionary impact of dollar deprecia- 
tion is likely to be a long drawn 
out experience. Shares in natural 
resource industries might do rel- 
atively better than those of manu- 
facturing concerns. But or bal- 
ance, stockholders are not likely 
to gain even if share prices trend 
higher; more but depreciated dol- 
lars will mean no gain in actual 
purchasing power. 





As I See It 
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necessary at this time. 

The success of the Pan-Ameri- 
can Conference and the willing- 
ness of the various States to 
table economic discussions until 
Europe has been taken care of, 
speaks volumes regarding the im- 
portance that is attached to our 
aid to Europe. It would be danger- 
ous to underestimate the situa- 
tion. The need is so evident that 
we cannot shrug it off. The next 
six months will tell the story. 





The Trend Of Events 
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all. Dollarwise, coal remains as 
dominant in value of all the var- 
ious items sent to foreign coun- 
tries by the United States. Of the 
100 or more foreign nations with 
whom we do business regularly, 
all but a few must look increas- 
ingly to us to supply fuel for their 
struggling factories. In view of 
possible shortages in coal supplies 
here at home this winter, despite 
increased efforts by the miners, 
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| The Chesapeake and Ohio Railway Co. 


A dividend for the three months ending October 31, 1947, 
of eighty-seven and one-half cents per share on 315% 
Convertible Preferred Stock wi'l be paid November 1, 


1947, to stockholders of record at the close of business 


October 8, 1947. 


A dividend for the third quarter of 1947 of seventy-five 
cents per share on $25 par common stock will be paid 
October 1, 1947, to stockholders of record at the close of 


business September 8, 1947. 


Transfer books will not close. 


H. F. LOHMEYER, Secretary and Treasurer 








the forthcoming report of the 
Presidential Commission as_ to 
what we are willing to ship abroad 
will be awaited with keen interest. 





Market Outlook For 
Final Quarter 
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as increased defense spending on 
the one hand, or substantial out- 
lays for European aid on the 
other hand — must be more or 
less inflationary. 


A “cautious” market is always 
sounder, and safer, than it looks. 
There has been a great deal of 
psychological preparation for 
troubles abroad, and business re- 
cession at home. It provides con- 
siderable insulation against shock 
— so much so that it is question- 
able whether a moderate eco- 
nomic shake-down would suffice 
to break the May lows. An ex- 
ample of how this works has just 
been seen in the case of the rail- 
road wage decision. It was ad- 
verse to the carriers, but the 
market took it very much in 
stride, with thoughts turning 
quickly to the inevitability of 
rate relief by the ICC. 


There is no change in our 
recommendation that average ac- 
counts be kept 75% invested. For 
those with cash reserves of more 
than 25%, we suggest some selec- 
tive buying. 


—Monday, September 8. 








C.1.T. FINANCIAL CORPORATION 


Dividend on Common Stock 


A quarterly dividend ot 50 cents per share in 
cash has been declared on the Common Stock 
of C. lL. T. FINANCIAL CORPORATION, 
payable October 1, 1947, to stockholders of 
record at the close of business September 10, 
1947. The transfer books will not close. Checks 
will be mailed. 


FRED W. MAUTAU. Treasurer. 
August 28, 1947 











UNION CARBIDE 
AND CARBON 
CORPORATION 


3 


A cash dividend of One dollar ($1.00) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable October 1, 1947, to 
stockholders of record at the close of 
business September 5, 1947. 


MORSE G. DIAL, 
Secretary and Treasurer 











THE TEXAS COMPANY 


A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares 
of The Texas Company has been de- 
clared this day, payable on October 1, 
1947, to stockholders of record as shown 
by the books of the company at the close 
of business on September 10, 1947. The 
stock transfer books will remain open. 


L. H. LINDEMAN 
Treasurer 








180th Consecutive Dividend paid 
by The Texas Company and its 
predecessor. 








August 8, 1947 
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Secure Greater Safety—Income—Profit 


—if your investments exceed $20,000 


Tess are hazardous times for the investor. The 
fortunes of companies, industries and nations are 
changing. The fiscal, foreign and labor policies of the 
United States are undergoing change. Your invest- 
ments must also be expertly adjusted to new conditions 
and to bring you safety, income and profit. 


In this setting your securities need the capable, per- 
sonal supervision rendered by this Service with its 
background of 39 years of successful counsel. No 
other is more complete and definite. 


Time to Revise Your Present Account 


First, a detailed report is prepared for you analyzing 
your entire list—taking into consideration income, 
safety, diversification, enhancement probabilities, suit- 
ability to your needs and to tomorrow’s outlook. 


Specific counsel is offered on each issue you own. Any 
unfavorable securities are indicated with reasons for 
selling. Current recommendations are given for strong 
substitutions. If part or all of your account should be 
held temporarily liquid, you are so advised. 


Continuous Supervision for Better Results 


Your securities are held under the constant observa- 
tion of a trained, experienced Account executive 
Working closely with the Directing Board, he takes the 
initiative in advising you as to the position of your 
holdings. It is never neccessary for you to consult us. 


At frequent intervals you receive reports on any im- 
portant changes which affect your securities. You will 
be told what to do in relation to exchange offers, 
refunding, stock split-ups, stock dividends and other 
developments. 


When changes are recommended, precise instructions 
as to why to sell or buy are given, together with counsel 
as to the prices at which to act. Alert advice by first 
class mail, air mail or telegraph, relieves you of any 
doubt concerning your investments. 


Tax Help and Consultation 


You can consult us on any special investment problems 
you face, We keep in mind the tax consequence of each 
transaction and help you to minimize your tax liability. 














Our fee is allowed as a deduction for tax purposes, con- 
siberably reducing the net cost to you. 


Confidential Weekly News Letter 


Each week you receive a four-page summary of the out- 
look for business, price controls, foreign news, Wash- 
ington developments and the latest figures on our 
market indexes. This merely supplements our personal 
supervision of your individual investments—giving the 
background for our policies and advice. 


Annual Progress Reports Prove Our Ability 


Investment Management Service has grown and pros- 
pered by earning the renewals of its clients through 
results obtained. Throughout the year we keep a record 
of each transaction as you follow our recommendations. 
At the end of your annual enrollment you receive our 
audit of your account showing just how much profit 
and income you received. On this clear record, you are 
sole judge as to whether our service is worth a great 
deal more to you than its cost. 


How Our Fee Is Determined 


Annual charge for our Service depends upon the size of 
the account. For portfolios below $40,000 value, our 
minimum yearly fee of $300 applies. For accounts of 
more than $40,000 our charge is figured at 34 of 1% 
of the value of stocks and cash held, plus 14 of 1% of 
the value of your bonds. There is no charge for Gov- 
ernment bonds. One sum, paid in advance, covers 
complete supervision—we do not ask any percentage 
of profits produced for you. 


Enroll Now for Immediate Benefits 


Enrollment now will assure your capital of competent 
prompt advice which in the next twelve months should 
prove highly productive for you. With your check, 
send us a complete list of your securities, indicating 
amounts and buying prices. Also, state your personal 
objectives and needs so our counsel can be as valuable 
as possible. By the end of a year we believe you will 
agree with a Massachusetts investor who just renewed 
for the fifth year, stating: “I am grateful and pleased 
with your careful and excellent management of my 
portfolio.” 























AHI, 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
90 BROAD STREET NEW YORK 4, N. Y. 
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Better Products, 


Greater Progress 


are Made by Martin! 


Aggressiveness ... that’s the answer to The Glenn L. 
Martin Company’s leadership in the aircraft and other 
fields. For example: 

Martin and Aircraft Sales! 
When it became apparent that most prewar commer- 
cial aircraft were obsolete, Martin stepped into the 
transport field. With aggressive salesmanship support- 
ing brilliant engineering, Martin sold new airliners to 
airlines of the world. The Martin 2-0-2 is approved by 
the CAA and ready to enter airline service, while the 
Martin 3-0-3 is passing flight tests. 

Ahead in Military Aircraft! 
When new developments outdated America’s wartime 
airfleets, Martin was already at work on outstanding 
new designs. Now Martin is again ahead of the field 
with four advanced military aircraft in production or 
passing tests—while work commences on huge Nep- 
tune-type rockets capable of a speed of 8500 feet per 
second! 


Challenging the Plastics Field! 

Again, when plastics showed signs of becoming a 
major industry, Martin swept into the plastics field 
with its versatile Marvinol resins. Nearly complete, a 
big new Martin plant will soon be turning out Marvi- 
nol resins at the rate of millions of pounds a year. 
Other plastics developments are emerging from 
Martin laboratories. 


Even Research Packs a Punch! 


Even in research, Martin aggressiveness is apparent. 
Sensational new products have been developed and 
licensed to other manufacturers with royalties accruing 
to Martin. Stratovision, which promises to revolution- 
ize television and FM, is being pushed by Martin and 
Westinghouse. Research is being intensified by the 
Martin Rotawings Division as a preliminary to aggres- 
sive entry into the helicopter field. And many other 
new Martin developments are on the way! 


New Fields to Conquer! 


Aggressiveness! Expect it in Martin research! Count on 
it in Martin production! And look for a new era of 
aggressive accomplishment in any field Martin enters. 
It’s the keynote of Martin leadership! The Glenn L. 
Martin Company, Baltimore 3, Maryland. 
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AIRCRAFT 


Builders of vans) Aircraft Since 1909 
: SZ 


AN INTERNATIONAL INSTITUTION 
MANUFACTURERS OF: Advanced military aircraft « Aerial gun turrets * Guided missiles * Outstanding commercial planes for both passenger and 
cargo service ¢ Marvinol resins (Martin Plastics and Chemicals Division) DEVELOPERS OF: Rotary wing aircraft (Martin Rotawings Division) * Mareng fuel 
tanks (licensed to U.S. Rubber Co.) * Honeycomb construction material (licensed to U.S. Plywood Corp.) * Stratovision aerial broadcasting (in conjunction 





e SQulp 


with Westinghouse Electric Corp.) © Aircraft ground-handl 
and build better living in many far-reaching fields 


t (licensed to Aircraft Mechanics, inc.) LEADERS IN RESEARCH to guard the peace 
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Magnavox combines creative engineering with craftsmanship in cabinet 
styling to produce radio-phonographs unsurpassed in tone quality, 
performance and beauty. Integrity and experience in manufacture and 
distribution assure lasting satisfaction with this magnificent instrument — designed 
for priceless hours of pleasure through the years. Hear Magnavox ... 
in America’s finest stores. The Magnavox Company, Fort Wayne 4, Indiana. 
Illustrated: THE PROVINCIAL: Clean simplicity 


and graceful proportions blend perfectly into 


the modern trend to casual living. 
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RADIO PHONOGRAPH 
Lhe Symbol of Quality tn Trad 
. — since 179435 
Dynamic Speakers Solenoids Electrolytic Capacitors ilustravox Sound Stidefiim Equipment 
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